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Key to better research ~~. .~ WHIRLING OIL TO MAKE BETTER 
DRIVES. Here, advanced studies in hydraulics are being conducted. Inside this 
transparent model of an automatic transmission, oil is pumped at high speed 
against various types of vanes ond the action recorded in motion pictures taken 
at 7.000 frames a second! This speed had to be reached to show exactly how 
much turbulence is created by the flow of oil around the vanes, making it pos- 
sible to determine the most efficient design. 










Automatic driving is out of this whirl 


_ car owners realize how long it takes to develop an 
idea from the dream stage to a working reality. 


~ 


The automatic drive is a typical example. More than 25 
years ago General Motors began to seek a new, simpler, 
smoother way of transmitting power from engine to wheels. 


First it was a subject of long research in which new discov- 
eries were made about the behavior of liquids in motion. 


Then GM engineering took over, translated laboratory devel- 
opments into scores of working models, weeded them out 


~ Key to better engineering 

TESTING ON THE TOUGHEST HILL OF ALL. 
Before a new automatic drive is put into produc- 
tion, GM’s engineers test it on Pikes Peak—almost 
14 miles of relentless 10% grade and hairpin turns. 
The summit is 14,110 feet above sea level—which 
cuts horsepower in half. Here they test the newest 
automatic drives—in trials more wicked than you 
could meet in usual motoring—and make design 
improvements before manufacturing takes over. 





GENERAL MOTORS 


by many brutal tests to find the most practical. Finally GM 
production units worked out ways to manufacture them at 
low cost, to give you the automatic drives available on all 
GM cars — Powerglide, Dynaflow, and Hydra-Matic — plus 
heavy torque-converter drives for buses, military vehicles, 
and construction machinery. 


This is a cycle that never stops at General Motors—on every 
phase of automotive advancement, from fuels to finishes. 
That is why the key to any General Motors car is your key 
to greater value. 

» Key to better manufacturing 


ACHIEVING VOLUME THAT MEANS VALUE. 
Getting a precision assembly like an automatic 
drive from laboratory to production line calls for 
high-speed methods of making them at low cost. 
Typical solution: this automatic 18-station drill- 
ing machine whose infallible electric fingers heip 
form 108 transmission parts an hour with super- 
precision. Such equipment brings automatic driv- 
ing to GM car owners at reasonable cost—and 
gives GM vital skills for defense work. 


YOUR KEY TO 
GREATER VALUE— 
THE KEY TO A 
(ENERAL MOTORS 

CAR 
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TAX FACTS — 
For Investors! 


It’s ready right now. The brand new 
booklet we just prepared to help in- 


vestors with their ’51 taxes. 


It begins with a thorough study of 
the return itself . . . explains how to 
handle exemptions, deductions, and 
various sources of income ... has a 
handy tax-table for both this year 


and next. 


Then it concentrates on capital 
gains and losses . . . gives you the 
deadlines for taking them this year— 
and good reasons why you should. 
You'll find details on everything 


7? «et 


from “puts”, “calls”, and commodity 
futures, to tax-free exchanges, the 
interest on bonds, and stock rights 


and dividends. 


The review ends with a special in- 
sert of more than 200 stocks carefully 
matched as to price, yield, type, and 
quality—an insert that could be ex- 
tremely useful in establishing capital 
gains or losses—without disrupting 
your portfolio balance. 


If you’d like a copy of this review, 
just ask for our “Tax Manual.” Nat- 
urally, there’s no charge and you can 
call if you like, or simply address— 


Department SF-98 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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The Trend of Events 


THE CAPEHART CLAUSE... . Price Stabilizer DiSalle 
has issued the first regulations putting into operation 
the Capehart amendment to the Defense Production 
Act, and predicted that they will mean higher price 
ceilings. He also predicted that eventually, they will 
mean higher prices. The distinction is of interest, for 
obviously he means to imply that current prices are 
affected by “soft”? markets and the full effect of the 
orders would not be felt until this situation changes. 
If it ever does. At any rate, official recognition of this 
state of affairs should take the wind out of the sails 
of those who for various reasons—mostly selfish or 
political — have been bemoaning, or thundering 
against, the Capehart amendment as a deadly and in- 
| flationary piece of legislation. 

As matters stand, one simply cannot get worked 
up too much about these new regulations chiefly 
because it is difficult to see any resumption of strong 
| inflationary pressures in the near future, unless the 
Administration permits the unions to wreck any 
semblance of wage stabilization this winter. At any 
rate, the showdown—for the economy as a whole— 
will hardly come before late spring or summer. By 
then, the OPS should have worked its way out of the 
present tangle of interim pric- 


ceiling structure, and also that price ceilings in many 
fields at present have little meaning. There is every 
indication that many companies and industries will 
let the new opportunity of immediate upward adjust- 
ment of their ceiling prices go unused, certainly for 
the time being, because their prices are below ceilings 
anyway and because the “tired” condition of their 
markets would make a price boost now an ineffective 
and ridiculous undertaking. Realizing that in their 
case a ceiling boost would be merely fictional, the 
OPS realistically allows such companies to initiate 
the Capehart adjustments any time they want. 

All of which permits the conclusion that the price 
raising potential of the Capehart amendment will be 
not nearly as bad as it was made out by its 
opponents. 

And in so far as it rectifies ceiling price inequities 
arising from drastic and uncompensated cost rises, 
it is bound to contribute to a healthier economy. Since 
the new regulations will permit no more than about 
25% of the nation’s manufacturers to refigure their 
price ceilings, and since in many cases resultant 
higher ceilings will remain purely academic for 
reasons stated before, they will hardly spell auto- 
matic inflation—the threat 





ing into a system of tailored 
price ceilings that can be used 
as an anti-inflationary defense 
- line, should such a defense be- 
» come necessary. 

Meanwhile the OPS has 
| come fairly close to confessing 
_ that the Capehart adjustments 
| probably aren’t much more 
' than a somewhat annoying de- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


used by Capehart opponents 
to get Congress to kill the 
amendment. 

This THE FRUITS OF PRODUCTIVITY 
... As discussed elsewhere in 
this issue, the new round of 
wage demands slated for the 
coming months is in large part 
based on labor’s claim of in- 
creased productivity. This af- 








: tour in the development of its 
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fords an occasion to probe into the question what 
labor’s share of the benefits of technological im- 
provement really should be. While labor as well as 
management are intimately acquainted with the 
practical problems posed by that question, there is 
apparently no general agreement as to their solu- 
tion. But the fact remains that whenever productiv- 
ity rises, it is made possible by the contribution of 
all partners in American business: by the stock- 
holders who supply the capital; by management 
which supplies the planning, methods and tools; 
and by labor which provides increased skill and 
effort. Each partner is taking some risk and each 
gains from new technological developments. Each 
partner, therefore, has a right to benefit from the 
fruits of greater productivity. 

Labor’s share already has been considerable, and 
doubtless a proper share must be provided in the 
future. Certainly if the increase in labor’s real wages 
is substantially less than the productivity growth 
rate, the purchasing power of labor will not be as 
high as it should be—which is bad for business as 
well as labor. However, if that share is substantially 
more, if it is excessive in relation to that of the 
other partners in business, the result can only be 
retardation of our progress as an industrial nation. 
In that event, too, labor would suffer. 

A realistic and common-sense approach is there- 
fore required. Labor alone can do relatively little 
to boost productivity since there is a limit to human 
effort. There can be no substantial productivity 
increases without the introduction and improvement 
of machines, without the means to buy better equip- 
ment, without expert planning to achieve simplifi- 
cation of manual methods, without efficient man- 
agement and know-how. In other words, the contri- 
bution of management and capital is certainly on a 
par with that of labor. This being so, they should 
not be denied their proper share of the benefits aris- 
‘ing therefrom. 

This means that there should be no such a thing 
as using technological improvements to dictate wage 
rates on a selfish and unilateral basis. It must be 
recognized that we cannot get more out of the 
economy than we put in, and that collective bargain- 
ing in good faith and on solid facts is the only road 
to a workable distribution of the total product. It 
is a problem that presents a challenge and an oppor- 
tunity for labor, management and the owners of 
American business. 


BRITAIN’S NEW DILEMMA... Chancellor of the Ex- 
chequer’s statement that the bank rate would be 
raised from 2% to 214% is one of the first moves 
of the new British government to halt inflation. This 
traditional move in orthodox Treasury control will 
have the immediate result of cutting down the vol- 
ume of new loans to business and has for its purpose 
the lowering of national demand for goods and the 
consequent halting of the downward trend in 
sterling. 

Moves of this type are bound to have an effect 
on the already austere daily life of Britain, espe- 
cially when combined with the decision to cut im- 
ports by approximately $1 billion a year. Such cuts 
in imports will principally affect foodstuffs and 
strategic materials and this is likely to have a double- 


edged result: first, it will increase dissatisfaction 
among the long-suffering public, and second, it will 
complicate General Eisenhower’s task of rebuilding 
the defenses of Europe, since a reduction in Britain’s 
imports of raw materials needed for military produc- 
tion will automatically limit the country’s ability 
to produce weapons. 

The move is no doubt dictated by sheer economic 
necessity. However, the speed with which it was 
taken leads to the surmise that the Churchill gov- 
ernment is not unmindful that Congress will re- 
convene in January, and that it must move fast 
if it is to have any chance of convincing our law- 
making body that it should reverse its relative nega- 
tive position of extending further foreign aid. There 
can be no doubt that Churchill will make it clear 
that Britain needs financial assistance on a generous 
scale and probably for an extended period, if it is 
to go ahead with the required re-armament. There- 
fore, the new harsh measures of the British govern- 
ment may be taken not only as a frank admission 
of trouble to the British public, but as a not too deli- 
cate hint to the American Congress that it had better 
hurry if it expects Britain to do its full share in 
the mutual defense effort. 

It is said that not less than a loan of $1 billion a 
year for at least five years will be required to keep 
Britain’s head above water. How this will sit with 
a Congress that must run for re-election is prob- 
lematical. 


OUR FOREIGN INVESTMENTS . . . American invest- 
ments abroad may be modest in relation to the 
nation’s huge domestic capital investment, but they 
are growing. And what’s more, profits realized there- 
from are growing too, as attested by the fact that 
Americans last year earned more from their foreign 
investments than in any preceding year in history. 
According to the Department of Commerce, such 
earnings in 1950 totalled $2.2 billion which compares 
with $1.8 billion in 1949 and $1.9 billion in 1948. 

The rise of earnings is due to both the very sub- 
stantial postwar additions to American foreign in- 
vestments and to a significant increase in the rate 
of return. The latter in 1950 was placed at about 
15% on invested capital, more than double the rate 
realized during the 1920s. Of the $2.2 billion earned, 
a record $1.7 billion was transmitted home to this 
country. The balance—some $443 million—remained 
abroad as undistributed profits of U. S.-controlled 
foreign companies. 

Just about 85% of the 1950 receipts came from 
direct investments, usually branch plants of foreign 
companies in which American concerns own 25% or 
more of the voting stock. Only 10% came from 
private portfolio investments, in marked contrast 
with a 50% ratio prevailing back in 1929 when 
Americans held huge amounts of foreign securities. 

Portfolio investments have since become unpopu- 
lar for good reason; there have been too many de- 
faults and the risk is out of proportion even with 
liberal return, and good return on securities can be 
had right here at home. But direct investments have 
been growing rapidly, particularly those of the oil 
industry which accounted for a large part of the 
rise. Oil companies transmitted to this country some 
$700 million of their (Please turn to page 206) 
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By ROBERT GUISE 


THE BATTLE FOR PEACE 


Je months, Russia has been making propa- 
ganda hay with her various “peace” proposals, vir- 
tually holding what seemed to be a monopoly on peace 
talks, no matter how spurious. Little wonder, then, 
that the West finally decided that the Kremlin should 
no longer be allowed to hold the initiative in this 
propaganda battle. Thus the United States presented 
an arms census plan. 
French President Auriol’s 
eall for a “Big Four” 
meeting was also part of 


“PASSING THE SOUND TRUCK” 


start getting somewhere in any effort to remove the 
basic cause for the arms race is of course not dis- 
armament, not even by easy stages, but a settlement 
of the political conflicts back of the cold war. After 
all, the causes for arming are the tensions that rise 
from unresolved issues. As long as they continue, 
it will be necessary to protect ourselves. To attempt 
a settlement by first dis- 
arming would be confus- 
ing cause and effect. As 
long as international com- 





the western peace offen- 
sive as were Winston 


munism continues on its 
chosen course, we have no 


Churchill’s various state- 
ments on his intention to 
try negotiation of the 
East-West difficulties. 
The program was care- 
fully prepared and care- 
fully timed but it was also 
realized that the chances 
of Soviet acceptance were 
faint indeed. It would 
have been naive, in fact, 
to have hoped for success 


Pred); 
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choice but to meet it. 
Still it was a good idea 
for the West to bring for- 
ward a peace plan of its 
own, if only to ease ten- 
sions domestically and 
among our allies who have 
been growing restive un- 
der the big arms program. 
It was wise to demon- 
strate our willingness to 
talk things over; it would 





in the light of past ex- 
perience with the Soviets. 

It must have been ob- 
vious from the beginning 
that Stalin would hardly 
accept the U. N. disarma- 
ment plan, that he 
couldn’t even if he wanted 
to, for the nature of com- 
munist dictatorship pre- 
vents genuine cooperation 
within the framework of 
such a plan. Secrecy is es- 
sential to survival of dic- 
tatorship, hence the Iron 
Curtain. U. N. inspection 
would not only destroy 
the curtain but rob the 
communist police state of 
its absolute powers. To accept might well mean sui- 
cide for Stalin who by his actions has made it amply 
clear that he wants to maintain his military superior- 
ity over the West as long as he can. 

_Now that both sides have submitted their plans for 
disarmament and peace, neither acceptable to the 
other, another severe test looms ahead. While the 
U. N. at the Paris meeting may try once more to 
resolve the political conflicts that divide East and 
West, it looks more like a hopeless task. The way to 
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Dawling in The N. Y. Herald Tribune 





have been extremely un- 
wise to refuse a chance to 
grasp the peace initiative. 
Having done so, we have 
put the Russians on the 
spot: Either they will 
have to reveal how hollow 
Russian peace talk is, or 
else they will have to 
agree to real concessions. 
Failing in the latter re- 
spect, they certainly are 
apt to persuade our allies 
that no other course than 
preparedness is open to 
them. 

Mr. Vishinsky’s reac- 
tion has shown us where 
we stand, namely that we 
are still facing an implacable foe. The idea that he 
would show real interest in peace has been laid low. 
He has no intention to negotiate except on the Krem- 
lin’s terms. Moscow may well agree to some talks, for 
the record, but will use them for tactical and propa- 
ganda purposes while strengthening its position and 
preparing for new ventures, and certainly will make 
a determined effort to divide the West and undermine 
its rearmament program. Actually the U. N., looking 
for some signs of possible (Please turn to page 207) 














Earnings Decline Not Fully Discounted 


The stock market to-date has had no more than relatively minor recoveries, affording no reli- 
able clue to the future trend. Uncertainty remains pronounced. leaving stocks vulnerable 
to further reaction prior to development of a support base which may take some time. We 
advise deferment of a buying policy and continued maintenance of ample cash reserves for 


future buying opportunities. 


By A. T. MILLER 


be here has been no striking change in the gen- 
eral position of the stock market since our previous 
analysis was written a fortnight ago. Within the first 
week of this period, there was another attempt at 
recovery, in rather quieter trading, resulting in fair- 
sized gains which were subsequently lost when new 
selling waves struck the market. Declining tenden- 
cies predominated during most of last week with the 
daily average hitting a now low by a modest margin; 
but rally trends characterized the two final sessions, 
resulting in a net recovery of about three points for 
the period under discussion. Viewed from the techni- 
cal standpoint, this over-all recovery has fallen rather 
short of minimum technical requirements, consider- 
ing the extent of the sell-off, strengthening the pre- 


mise that the market has yet to make a base. 

What has made prices vulnerable to further reac- 
tion was not only the continued stream of unfavor- 
able third quarter earnings, and some dividend cuts 
such as by Chrysler which in itself promoted further 
selling, but development of a peace scare coincident 
with the opening of the U. N. Assembly meeting at 
Paris. Announcement of President Truman’s dis- 
armament proposal was the occasion for fairly brisk 
selling which pushed the daily average through its 
previous low. Its outright rejection by the Kremlin’s 
spokesman brought a rally of almost equal dimensions 
on the well-founded belief that “peace” and disarma- 
ment is hardly around the corner. 


Peace Scare a Tenuous Factor 
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Nevertheless, the diplomatic maneuv- 
ers now going on at Paris—however un- 
promising they may appear—are likely 
to keep the market off balance for some 
time or at least to maintain a state of 
caution and uncertainty that is bound to 


320 limit recovery trends in the more imme- 
diate future. Both from a technical and 
300 news standpoint, new tests are likely 


ahead. At least, and until the outlook is 
clarified, we would not expect any future 
rallies to carry too far. 

We believe so for two reasons: (1) 
The full story of tax inroads into corpo- 
rate earnings has not yet been told, par- 
240 ticularly not from the standpoint of 

impacts on dividends. Though no large 
220 cut in aggregate dividend payments is 
indicated, some of the more conservative 
directorates will be cautious in the mat- 
















































































Bye aan Senne Sie . ; DEM ter of year-end payments. (2) Business 

sa eA any exams — 125 continues quite spotty and where this is 
SCALE at RNOHT | oem °, so, no expectation of an early change 

{ — 54 ® seems justified. (3) Seventh round wage 

a0 * a demands are coming up, pointing to a 
we 7 .o4 “ \ D a possible further squeeze on profit mar- 
7" M.W.S. 100. LOW PRICED STOCKS x gins and earnings. Moreover, “wildcat” 
SPECULATIVE DEMAND strikes are again impeding the defense 

> SCALE AT LEFT ead effort, threatening new bottlenecks and 
slower than expected progress. With 

taxes cutting deeper, and wages and 
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other costs being pushed higher with 
Government support, it may take a 
rather small percentage decline in busi- 
ness to put some companies in the red 
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next year, and force divi- 
dend reductions by others. 
Currently, the stronger 
factor in the market is un- 
certainty rather than pes- | #°° 
simism. Realistically 
viewed, a genuine peace 
scare which could push 
stock prices sharply lower 
is hardly in the cards, con- 
sidering the Russian atti- 
tude towards the West’s 
proposals. There is no rea- 
son to anticipate anything 
like a drastic cut in the de- 
fense program. More arms 
rather than less are now 
being considered, portend- 
ing a stretch-out for con- 
trols and a worsening of 
the supply pinch in vital 
materials and skilled 
workers, and possibly ex- 
panded deficit financing. 

Uncertainty thus pre- 
vails regarding the tempo 
and impact of the defense 
program rather than its 
continuation which is not 
questioned. Uncertainty 
also prevails regarding the 
significance of the latest 
market break, and what 
has been going on since— 
whether it signifies merely 
a sharp but temporary re- 
ation; whether it points to 
a full-fledged correction 
that may take the daily industrial average down to 
240 or even lower over the next few months; or 
whether it marks a major turning point with prices 
under pressure for an indefinite perigd. 

On basis of existing realities, there is little if any 
support for the bear market argument. Fundamen- 
tally arguing against it is the sustaining force of the 
defense program and the fact that the Administra- 
tion, facing an election year, will work for mainten- 
ance of high level activity, full employment, and high 
consumer incomes. Arguing against it is also the 
prospect of satisfactory, though somewhat lower 
aggregate corporate profits and dividends. Finally 
there is the absence of speculative excesses, the fact 
that stocks are more strongly held by income-con- 
scious institutional and individual investors than 
ever before. 

On the other hand, reasons for a further extension 
of the correction are more convincing. One of them 
Ils purely psychological, the very expectation of fur- 
ther reaction which is resulting in a considerable les- 
sening of short term trading and an inclination to 
leave cash reserves—at present quite substantial— 
uninvested for the time being. Another is the impact 
on earnings of taxes, mounting operating costs, the 
shift from high-profit civilian goods production to 
less profitable defense business, and the spotty situa- 
tion in consumer goods industries generally. 

Moreover, there is the further simple reason that 
a large and long advance has put better grade stocks 
up to levels where they are rather less attractive than 
before, and where the thought of protecting profits 
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is becoming more widespread. At this juncture, there 
is less buying urge and a greater desire to clinch 
profits. Due to quirks in the new tax law, year-end 
tax selling may rise above normal levels, adding to 
market pressure. And there is always the possibility 
of upsetting developments in the international! field. 


Further Correction Limited? 


If further reaction is possible, if not probable, 
there are also factors that should tend to limit any 
future decline. Basic of course is the existence of the 
defense program, current backbone of business 
strength, which is not likely to be weakened appre- 
ciably under any conditions. Fourth quarter corpo- 
rate earnings, not burdened by extraordinary tax 
write-offs, should make better reading than the third 
quarter showing, at least in many cases. Dividend 
coverage generally remains ample and militates 
against substantial cuts. And as a result of correction 
to-date, the market is closer to a base that is likely to 
attract firmer support, though on a highly selective 
basis as the market continues to assess tax inroads 
upon various stock groups and individual issues. It is 
the latter element, mainly, which in recent weak 
markets has made for above-average resistance by 
such groups as oils, utilities and non-ferrous metals, 
with more vulnerable groups bearing the brunt of 
the selling. 

As previously opined, trading rallies are about the 
best that can be reasonably expected in the near 
future, since despite the (Please turn to page 207) 
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Outlook for.......- 
CORPORATE 


PROFITS 


—WHERE WILL THE DOWN-TREND LEVEL OFF? 


By WARD GATES 


Af | he drop in corporate profits that has been in 
evidence in the second and, particularly, the third 
quarter of this vear reveals the underlying fact that 
American corporations are now subject to powerful 
forces which may have a cumulative effect in coming 
months. Actually, the peak of corporation profits was 
reached in the final quarter of last year. The erosion 
set in immediately after, but did not become gener- 
ally apparent until recently although close students 
of the situation had been aware ever since the first 
quarter that the pattern of profits had changed. 

The change in conditions is best illustrated by a 
comparison of post-tax corporate earnings in the 
final quarter of 1950 and those of the third quarter 
of 1951. In the former period, they were at an annual 
rate of $27.8 billion, and in the latter at a rate of 
$21.3 billion, a very sizeable drop. The figure of 
$27.8 billion has never before been reached in the 
history of American business and, in fact, was almost 
three times as much as the annual profits during 
World War II. There is every reason to believe that 
this enormously inflated rate of profits, which had 
its origin in the terrific impact of the Korean War 
and the national defense program which followed, 


may not be 
seen again for 
a very long 
time to come, 
except under 
conditions of 
outright infla- 
tion. 

What has 
happened 
since the end 
of last year 
has been the 
subsiding of 
the violent 
wave of buy- 
ing which 
forced prices 
up all over the 
world. This 
was followed 
by a sharp 
drop, with the 
present price 
structure pre- 
senting a pic- 
ture of rela- 
tive stability 
at a level con- 
siderably be- 
low that pre- 
vailing at the 
end of 1950. If we consider that the 
inflated prices of the latter part of 1950 
were one of the chief factors in the im- 
mense increase of profits at that time, it 
is not difficult to see that the ending of 
the price boom in the intervening period 
has removed this element from the profits 
situation. Inventory gains, therefore, can 
be ruled out as a prime source of future 
profits. In fact, there is reason to believe 
that the present high inventories in the 
hands of manufacturers, wholesalers and 
retailers contain within themselves the 
seeds of possible future price softness. 


Manufacturers, affected by actual or 
potential lag in some of their lines, are facing the 
dilemma of reducing prices or curtailing production, 
or both. The recent decision of the American Viscose 
Corp., the largest producer of cellulose viscose yarns, 
to cut production a second time, illustrates the man- 
ner in which heavy inventories are commencing to 
have effect. Such conditions, however, are more ap- 
plicable to soft goods’ lines than to durable goods 
at the present time since price conditions in the 
basic industries linked directly with the defense effort 
are still firm. 







High Inventories a Problem 


The over-all inventory situation is clouded with 
uncertainty. Total business stocks at the end of 
Aurust amounted to $69.9 billions, only a fraction 
under the all time peak of $70.2 at the end of July. 
A year ago, they were $57 billion. The rise of $12 
billion in inventories, most of which has taken place 
since the beginning of the year, is not so much a 
reflection of higher prices, since prices have been 
easing for some time, but rather the failure to move 
these goods out of manufacturers’ and wholesalers’ 
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practically no progress is visible 20 
in this respect with regard to the 
wholesale and retail divisions. 
This means accentuated problems 
for some time to come, especially 
in the retail business, with a di- 
rect effect on profits now clearly 
visible in recent earnings reports ° 
of companies in this field. : 






































Manufacturers beset by unsatis- sae 
factory conditions in consumers’ 











goods lines, both durable and non- 

durable, are now looking eagerly to the possibility 
of securing Government contracts, even though these 
offer the small percentage of profit typical of all 
defense business. In fact, in some areas the situation 
is potentially unsatisfactory enough to warrant the 
opinion that hardship can be avoided only if defense 
contracts are spread out on a wider basis than at 
present, and speeded up. 


Impact of Defense Business 


The situation is somewhat anomalous since some 
manufacturers are complaining that the larger their 
defense production, the smaller the rate of profit, 
whereas others need more defense business to keep 
their plants going profitably, or even, to avoid loss. 
On the other hand industries which are in the front 
line of defense activities, such as steel, electrical 
equipment, aircraft, chemicals and the like, as de- 
fense output increases, are gradually compelled to 
shift over from profitable civilian outlets to the far 
less profitable defense production. 

An important factor in de- 


rials and labor. Though prices, for the most part are 
no longer rising, they are considerably above last 
year and have been so imbedded in the general cost 
of operations, that most manufacturers and distrib- 
utors are resigned to this difficulty without being 
able to do much to lessen the impact. Furthermore, 
indications of an early demand by the unions for 
higher wages are bound to complicate affairs. The 
steel unions, for example, are shortly to demand a 
considerably higher wage than permissible under 
Government regulations, and steel company officials 
have already stated that they would ask for higher 
prices if the new wage demands have to be met. 
Needless to say, any wage increase in this industry 
and others that may also be affected, if not com- 
pensated for by higher prices will put a further 
Squeeze on profits, especially since the Government 
is ostensibly committed to an anti-inflation program. 

With post-tax profits for industry showing the 
third successive quarterly decline since the end of 
1950, figures for the third quarter, and presumably 
those of the current quarter, are showing and will 
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profit margins, will have a 
cumulative effect in reducing 
the over-all rate of earnings. 20 
A contributory factor is the 
problem created by the system 
of material allocations which 
in themselves affect many in- 
dustries forced to find substi- 
tutes for scarce materials, thus ° 
raising the cost of production. 

Of particular weight is the 
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oOntinue tO Show the impact of the higher tax rates. 
Pre-tax corporate profits for 1951 are estimated at 
about $45 billion, of which approximately $25 billion 
will have to be deducted for taxes. In other words, 
corporations under present conditions, on the aver- 
age, can only retain about 44% of profits for all 
corporate purposes, including dividends. There is 
no chance of this situation changing in the next year. 
Indeed, if the President had his way, another tax 
increase would be in prospect early next year, though 
in an election year this is not likely. 


Operating Costs Higher 


The increase in operating costs from the second 
quarter of last year to the present has been very 
steep, total costs for manufacturing concerns having 
risen from an annual figure of $38.4 billion to $46.7 
billion. While sales have increased proportionately, 
the tax bite has been so severe as to affect radically 
the post-tax margin of profit. In order to give a 
more detailed picture of what is occurring, we are 
citing some figures relative to the leading industries. 


Of thirteen industries, food, tobacco, textile, ap- 
parel, lumber, paper, chemicals, fuel (petroleum and 
coal), non-ferrous metals, steel, machinery, electrical 
equipment and motors and parts, all but food showed 
an increase in pre-tax margin of profit from the 
second quarter of 1950 until mid-year 1951. After 
taxes were paid, however, the picture was very 
different, with eight showing declines—food, tobacco, 
apparel, lumber, chemicals, steel, electrical equip- 
ment and motors. Only paper and petroleum showed 
increases, and the rest were unchanged. It is obvious, 
then, that despite higher sales in most of these indus- 
tries, the effect of higher costs and taxes, is combin- 
ing to bring about a shrinking rate of profit. For 
example, in a compilation of earnings results of 55 
industrial companies, it is noted that whereas sales 
for the second quarter of 1951 increased about 15% 
above the same period last year, net income declined 
over 23%. In view of the sharp drop shown by many 
companies in the third quarter, it is certain that by 
now net income has declined further as compared 
with last year. 


Large vs. Small Companies 


An interesting feature is that the decline in net 
income is much greater in the large companies, espe- 
cially the very large ones, as compared with com- 
panies of medium-size. This is accounted for by the 
fact that the small units are especially sensitive to 
important changes in the general business. Receiving 
what may be termed the over-flow of business, as 
during the current armament build-up, they can 
show increases in profits, or at the worst compara- 
tively small declines in their profits, despite taxes 
and higher costs, whereas the big companies ac- 
customed to operate on a more even low-cost basis 
are squeezed, especially when an increasing bulk of 
their activities is devoted to comparatively unprofit- 
able defense operations. Since the larger companies 
are receiving by far the largest percentage of gov- 
ernment contracts and since profit margins are lower 
on this type of business than regular commercial 
business, it follows that the big companies are not as 
well off, comparatively speaking, as some of the 
smaller ones, especially when their huge tax bills 
are considered. 

With defense production now approaching 20% of 
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e national output, it is evident that industry has 
reached a point where the tempo and duration of the 
arms program is a factor of major economic impor- 
tance. Practically all business men are haunted by 
the fear that any important change in the Govern- 
ment’s spending policies that might be caused by a 
shift in the international political situation, would 
result in a large contraction in plant activity, employ- 
ment and general demand. So far, there is no evidence 
that such a development is in sight and therefore 
this is not a practical consideration at the present 
time. 


After adding up all the adverse influences on profits 
so far discussed, it must also be recognized that the 
over-all profit situation is still quite satisfactory. 
Even after successive quarterly declines in post-tax 
profits, they are still running at a rate of $20 billion 
annually. This compares with the following (in bil- 
lions) : $18.5 in 1947, $20.7 in 1948, $17.3 in 1949 
and $22.7 in 1950. All these figures are far above 
those of the war and early postwar years so that an 
undue sense of pessimism is not warranted by the 
actual situation. However, the cumulative effect of 
higher costs and taxes, which has already brought 
net income down by over $2 billion since 1950 is 
likely to continue in 1952. 


Outlook for Profits in 1952 


With the cost of living now at the highest figure on 
record, union contracts based on the cost-of-living 
index are gradually being adjusted upwards. This is 
without consideration of possible wage hikes that 
may be put into effect next year. To this must be 
added the higher corporate taxes, the latest increase 
amounting to above $2.0 billion above taxes already 
in effect. If we consider that this combination of 
factors affecting corporate profits will be continued 
over from the last half of the year into next year, it 
seems reasonable to forecast that post-tax corporate 
profits for 1952 may fall below the estimated $20 
billion rate of 1951. 


We have seen that the post-tax profit ratios of the 
major industrial groups have declined since the end 
of last year, with the exception of petroleum and 
paper. Despite the increase in sales, profits per dollar 
of sales declined. Of the relatively smaller companies, 
those with annual sales of $5 to less than $100 mil- 
lion, post-tax profits dropped from 7 cents per dollar 
of sales in the second quarter of 1950 to 5.6 cents 
in the second quarter of 1951. Based on the rate of 
successive quarterly declines in 1951, it is probable 
that the third quarter and the fourth will bring the 
rate of profit down to close to 5 cents per dollar. Of 
the larger companies, those with annual sales in 
excess of $100 million, post-tax profits dropped from 
9.2 cents per dollar of sales in the second quarter of 
1950 to 6.9 cents per dollar in the second quarter of 
1951, with the probability that the rate will decline 
to close to 6 cents per dollar in the third and fourth 
quarters. For all manufacturing industries, the rate 
of profit dropped from 7.4 cents per dollar of sales 
to 5.8 cents, with the outlook for the last quarters of 
the year pointing to slightly above 5 cents per dollar. 

These figures are important because they tend to 
show the dragging influence of higher costs and taxes 
on net profits derived from sales. If expanding sales 
were not able to offset these factors, the question 
would arise what would happen if sales could no 
longer increase while costs and taxes remained at 
high levels. This question (Please turn to page 203) 


THE MAGAZINE OF WALL STREET 











a a 


i 





as 
the 
or- 
by 
ern- 
ya 
ould 
loy- 
nce 
‘ore 
sent 


fits 
the 
ory. 
tax 
lion 
bil- 
949 
Ove 
an 
the 
5 of 
ght 
) is 


> on 
‘ing 
s is 
hat 

be 
ase 
ady 

of 
ued 
AG 
‘ate 
$20 


the 
end 
and 
lar 
ies, 
nil- 
lar 
nts 
. of 
ble 
the 


in 
‘om 


- of 
ine 
rth 
ate 
iles 
; of 
ar. 
to 
xes 
les 
ion 


at 
3) 














































































































By J. C. CLIFFORD 


Tira quarter earnings have made unpleasant 
reading for most stockholders, about three out of 
every four companies reporting reduced profits. 
Lower earnings have been blamed, for the most part, 
on higher taxes. While this is substantially true, 
other factors such as lower sales, higher operating 
costs and piled-up inventories have also played an 
important role. 

Whether due to taxes, higher costs or lower sales, 
or a combination of these causes, there is no doubt 
that the impact on third quarter earnings has been 
marked. On an over-all basis, net income declined 
about 20% from the second quarter, 25% from the 
last quarter of 1950, and 28% from the third quarter 
of that year. It is now clear that industry faces quite 
a different profit situation than in 1950 when the 
earnings trend was sharply upwards. 

A contributing factor has been the charge-off by 
many corporations of the entire retroactive tax due 
in the second quarter against third quarter earnings. 
The result has been to over-state the situation in 
such cases, so that the decline in profits looks more 
severe than would have been the case had this charge 
not been included. Relieved of this burden in the 
fourth quarter, companies which have already made 
allowance for the retroactive tax, should do some- 
what better. On the other hand, companies which 
have failed to make the necessary adjustments will 
be compelled to fall into line in the fourth quarter. 
Investors in such companies should be prepared for 
poor earnings statements at that time. 

A handful of companies were able to make better 
showings in the third quarter because they had al- 
ready prepared for the coming higher taxes and ad- 
justed their accounts in the first and second quarters. 
With tax charges at a relatively even rate during the 
successive quarters, violent dips in earnings during 
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the third quarter did not materialize among this 
group. 

Investors who have resigned themselves to the pros- 
pect of continued high corporate taxes can reconcile 
themselves to this situation, no matter how unwill- 
ingly, provided there is assurance that otherwise con- 
ditions affecting their companies will remain favor- 
able. In such cases, companies can continue to earn 
substantial profits, though below recent peaks. If, 
however, trends are being reversed, the story would 
be quite different and stockholders then would have 
cause for concern. For that reason, it is especially 
important, at this time, for investors to study their 
companies’ reports carefully as this will enable them 
7 arrive at a better understanding of the prospects 
ahead. 


Variations in Company Reports 


This study is limited to an analysis of individual 
company earnings, but for those interested in the 
broader aspects of the corporate earnings picture, 
we call attention to the lead article in this issue en- 
titled “The Outlook for Corporate Profits.” While 
third quarter reports show a fairly general decline, 
variations among individual companies are quite pro- 
nounced. Some show a drop of as much as 60%-70%, 
with the average about 20%. A comparatively small 
number showed gains, which was especially true of 
the petroleum group. 

The accompanying table of over thirty companies, 
representing a wide range of industries, gives a 
fairly comprehensive cross-section of the earnings 
situation for the third quarter, and is particularly 
useful since it gives the reader an opportunity to 
compare these results with those of the preceding 
four quarters. We analyze in the following a num- 
ber of specific situations, to give a more adequate 
picture, especially from the tax angle. Most of these 
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companies are leaders in their fields, and their per- 
formance under current conditions should be of in- 
terest. 


Effect of Accrued Taxes on “‘Steel”’ 


Third quarter earnings for the United States Steel 
Corporation were 83 cents a share, compared with 
$1.99 in the second quarter. For the full nine months, 
earnings were $4.44 a share compared with $6.12 the 
same period last year. The third quarter decline was 
due to the $17.5 million charge-off for retroactive 
taxes, an amount equivalent to about 67 cents a 
share on the common stock. How much of the extra 
tax liability was applied to the second quarter, and 
how much to the third was not precisely stated by the 
company. However, it seems conclusive that the en- 
tire amount of $17.5 million was actually charged 
against the third quarter. Otherwise, the jump in 
taxes from $99.5 million in the second quarter to 
$115 million the third would be hard to explain since 
the decline in sales and production during this period 
would have actually brought about a cut in taxes, 
were not the accrued taxes for the second quarter in- 
cluded. 

On this basis, it would seem that the fourth quar- 
ter statement will remove the distortion seen in the 
third quarter report. Production is now swinging 
back to the record high levels of earlier this year, the 
seasonal dip of the third quarter being ended. With 
production at a record high for this period, fourth 
quarter earnings should show an improvement over 
those of the third, though they will be far from dup- 
licating the very large earnings of $2.04 a share in 
the third quarter of 1950. 


Bethlehem Steel's 1951 Earnings 


The decline in Bethlehem Steel Corporation’s earn- 
ings from $2.30 a share in the second quarter to $1.76 
in the third, while not so sharp proportionately as in 
the case of U. S. Steel, nevertheless reflects the con- 
ditions under which all large steel companies have 
operated. During the first nine months of the year, 
Bethlehem’s sales increased 28% but this did not 
prevent a decline in earnings of 28%. This was 
caused entirely by the difference in taxes which were 
$135 million for the period in 1951 compared with 
$75.8 million in 1950, and equivalent to over $6 a 
share on the common. Taxes increased from $41.9 
million in the second quarter to $47.9 million in the 
third, or a difference of 63 cents a share. In other 
words, without the charge for retroactive taxes, the 
company’s profit in the third quarter would have been 
$2.39 a share, roughly equivalent to the second quar- 
ter’s earnings. 

Sales remained practically constant in the second 
and third quarters, and there were no important 
changes in operating conditions, production having 
been at a steady pace of around 100.4% of capacity. 
Production is currently running at 105% of capacity 
so that fourth quarter earnings would show an im- 
provement, especially with retroactive taxes out of 
the way. 

Nine months’ earnings for 1951 amounted to $6.50 
a share against $8.96 in 1950. Third quarter earnings 
in 1950 were $3.33 a share but such exceptional earn- 
ings are not likely to be duplicated. Based on its earn- 
ings thus far this year, giving full weight to the 
higher taxes now in effect, it is estimated that the 
full year 1951 will produce earnings of about $8.75 
a share against $12.15 a share in 1950. 


The drop in the third quarter earnings of Genera] 
Electric Company was particularly disappointing 
and a shock to investors. In fact, publication of this 
poor earnings statement set off the slump in the 
stock market and pointedly called attention to the de- 
cline in profits that had occurred generally through- 
out industry in the third quarter of the year. General 
Electric showed 54 cents a share compared with $1.22 
a share in the second quarter and with $1.23 a share 
in the third quarter of 1950. In the first nine months 
of the year, net earnings were $2.98 a share against 
$3.91 in 1950. 

The heavy taxes were particularly burdensome, 
though the actual amount of taxes were lower in the 
third quarter than the second, the figures being $59 
million and $70 million respectively. This was due to 
the drop in pre-tax earnings of from $105.3 to $70.6 
million. This decline of almost $30 million in operat- 
ing revenue was due mainly to the drop in sales which 
took place in this period, with sales of $509.3 mil- 
lion against $615 million in the second quarter. The 
reason for the decline in General Electric earnings, 
therefore, may be found mainly in the reversal in 
sales and operating conditions rather than in taxes, 
though these also took their toll. 


General Electric's Profit Ratio Down 


Conditions in the electrical manufacturing indus- 
try have not been as satisfactory recently as in 
the earlier part of the year, due to the slowing down 
of consumer buying. This has affected the rate of 
profit, despite continued high production for defense 
needs. The latter, however, occupying an increasingly 
important position in the company’s production 
schedules, is accomplished on a small rate of profit, 
as is true of defense contracts generally, with the 
result that the company’s margin of profit has been 
affected. This is indicated by the fact that the com- 
pany’s ratio of net earnings to sales was only 3% 
in the third quarter, whereas it was 6.5% in the 
second quarter and 7% in the third quarter of 1950. 
Such a low rate of profit would indicate the cumu- 
lative influence of higher taxes, lower sales and lower 
production. 

Allowance must be made for the wage increases 
brought into effect early in October which provides 
for a 214% boost based on the escalator clause of 
GE’s contract. The company has been delayed in 
securing price relief under the Capehart amendment 
of the Defense Production Act, so that the current 


increase in wages will, in effect, be a charge against 
‘profits. The new OPS decision, however, will help 


somewhat. 

For the full year 1950, the company earned $6.01 
a share. Based on earnings of $2.98 a share for the 
first nine months of this year and in consideration of 
the factors mentioned above, it is likely that General 
Electric will earn somewhat less than $4 a share for 
the current year. 

General Motors Corporation earned $1.01 a share 
for the three months ended September 30, compared 
with $1.55 a share in the second quarter and $2.44 a 
share in the third quarter last year. About 33 cents 
of the decline in earnings was accounted for by the 
company’s charging off its retroactive tax to the 
third quarter. 

Net income decreased from $139 million in the 
second quarter to $93 million in the third, at the 
same time that taxes were off from $245 million to 
$231 million. The decline in taxes is due to the poorer 
operating conditions during the third quarter, which 
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in million in the second quarter to $1722 million in the General Motors dividends which amounted to $20 
his third quarter. While defense production increased, million on the 20 million shares of stock held in that 
the the decline in automotive and other non-defense out- company compared with $40 million the same period 
de- put had the effect of reducing sales by about 10%. last year; 2) reduction in sales from $393 million to 
gh. This was particularly expensive for the company as $374 million from the second to the third quarter of 
ral the drop in the more profitable lines could not be this year; and 3) the higher Federal income taxes 
22 compensated for by the increase in defense produc- which amounted to about $107.5 million against $90 
RFS tion. Furthermore, only part of the increased ex- million in the second quarter. 
ths penses, incurred by higher wages and materials cost, Assuming the difference to have been due to the 
nst could be recovered on account of price controls thus amount required for the retroactive tax in the second 
bearing down on the margin of profit. The ratio of quarter, the extra tax deduction in the third quarter 
ne, profit to sales in the third quarter was 5.4% against was equivalent to about 37 cents a share. With this 
the 7.2% in the second quarter and 10.8% in the third factor no longer operating in the fourth quarter, 
559 quarter of 1950. earnings in that period should swing back to close to 
Ae Writing off the retroactive tax in the September the earnings of $1.24 a share in the second quarter. 
| 6 quarter frees the company from the obligation of On this basis, total per share earnings for 1951 are 
at- charging therefor in the final quarter, so that the estimated at around $4.60 compared with $6.58 in 
“4 earnings for the latter period will be benefited to that 1950. 
"he extent. However, further cut-backs in automobile 
F production, in addition to limitation of demand and An Exception to the Down-Trend 
gs, output for other regular commercial lines, will prob- 
- ably help to hold down earnings for this period close Johns-Manville Corporation is one of the few im- 
ni to those of the third quarter. For the first nine portant industrial concerns to have shown an in- 
months, earnings were $4.14 a share compared with crease in earnings during the third quarter. Per 
$7.89 a share in the corresponding period of 1950. share profits were $2.12 in that period compared with 
Based on results thus far this year, and the rather $1.81 in the corresponding quarter of last year. They 
us- clearly outlined outlook for the balance of the year, it also made a favorable comparison with the second 
in would seem that General Motors will earn somewhat quarter, when they were $1.99 a share. Income taxes 
wn over $5 a share for the current year. were $5.0 million compared with the same amount 
of The September quarterly earnings statement of last year, but $3.6 million lower than the second 
nse EI. du Pont de Nemours & Company showed net quarter of this year. Johns-Manville in that period 
gly profits of 85 cents on the common stock, against $1.24 accrued at the higher rates in advance of the new 
ion in the second quarter and $2.08 a share in the third tax law, so that provision for retroactive taxes was 
fit, quarter of last year. The sharply reduced profits were unnecessary. The com- (Please turn to page 202) 
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Squeeze on Industry 


—_If Labor Gets 
Seventh Round? 





By P. T. SHELDRICK 


Union demands for another round of wage 
increases—the seventh since the end of world war 
II—are threatening to set off another round of price 
increases since it is far from clear how the price 
line can be held if pay rates go up another notch. 
It is not too much to say that it will be up to or- 
ganized labor, more than any other group, to decide 
whether the present relative stability of prices will 
be lasting or merely a brief respite from inflation. 
It will be up to labor, also, as well as Government, 
whether and to what extent industry may be sub- 
jected to a new price-cost squeeze that may have an 
adverse bearing on industry’s profit outlook. 

Controls obviously will not stop the unions from 
a seventh round of wage demands; the drive for it 
has already begun. The size of the increases will 
depend upon how far Government is willing to go 
in changing its rules in the face of growing labor 
pressure. The prevalent fear is that the general 
wage structure will be pushed to new high ground 
which would mean the practical collapse of anything 
approaching effective wage stabilization. Automatic- 
ally, this would present a major threat to economic 
stabilization generally. Wage-price spirals, as we 
have learned from bitter experience, are difficult to 
stop. Usually everybody, including labor, is hurt 
by them. 

Initial pressure is coming from the steelworkers 
union which is expected to ask 15¢ to 20¢ an hour 
more. Oil workers are demanding raises of 25¢ an 
hour, or $2 a day. Steel will provide the first big 
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test with bargaining talks prob- 
ably starting late in November, 
Another major test will be forced 
by John L. Lewis’ coal miners 
who will submit new demands 
next spring. Both steel and coal 
settlements in the past had much 
to do with fixing national wage 
patterns. 

The new wage round will hit its 
peak in spring. Some 12,000 labor- 
management contracts are on file 
with the Labor Department, cov- 
ering over seven million wage 
earners, the bulk of them expiring 
during the second quarter. What- 
ever the steel, coal and oil workers 
will get beyond the present for- 
mula will prove a natural incen- 
tive for others to demand more. 

Neither the steel nor oil work- 
ers have anything like their new 
demands coming to them under 
the present formula which per. 
mits wages to rise with the cost 
of living. Wage rates generally 
have risen moderately more than 
living costs since last year, with 
the former up almost 10%, the 
latter about 8%. Realizing the 
weakness of this argument, the 
unions’ plea this time will be 
based on productivity, with the 
contention that industry can af- 
ford to pay more without increas- 
ing prices. 

But this plea, too, lacks valid- 
ity, since productivity has not 
kept up with wage increases. So 
far this year, output per man- 
hour, in general terms, seems to be up only about 
3% over 1950. Hence employers are insistent that 
new wage hikes of any size must be accompanied by 
corresponding price increases. This places the Gov- 
ernment squarely in the middle, and the stabilizers’ 
dilemma is not eased by the fact that an election 
year is ahead, nor by the additional fact that we 
can ill afford to have strikes interfere with defense 
production. 

Realizing this dilemma, and what might happen 
to the economy if things are mismanaged, Chief 
Mobilizer Wilson, it is understood, will take a per- 
sonal interest in the steel wage negotiations. This 
may well mean a tougher Government effort to hold 
the line on inflation. Mr. Wilson is concerned about 
“soft”? wage policies and the handling of strikes af- 
fecting defense output, hence his closer interest in 
wage-price policies and his intention to take a firm 
hand. But with an election coming up next year, 
there may be a limit on how tough even Mr. Wilson 
can be. All the more, this will make steel a bell- 
wether. 


The Politics of Wage Control 


Industry on the other hand is distrustful of the 
Wage Stabilization Board because of its past soft 
attitude towards labor. Newly reconstituted and em- 
powered to recommend terms of settlement, its actions 
have frequently been suspected as being tinged with 
politics. At any rate, there has been very little stabi- 
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lization, if any. For various reasons, and not the 
least because of political considerations, wage con- 
trol has been a difficult and controversial point in 
the post-Korean control pattern. From an overall 
economic viewpoint, both the approach to wage 
control and its evolution have hardly been reassur- 
ing, for it distinctly pointed to a guided upward 
trend rather than stabilization. That’s why industry 
is keeping its fingers crossed. 

As it looks, union demands will be well above 
present wage ceilings, hence Government will have 
a big part in setting the 1952 wage pattern. More 
and more disputes are to be referred to the Wage 
Stabilization Board to avoid strikes. The Board has 
power only to recommend settlement terms, but its 
proposals will doubtless be accepted in many cases 
and a definite trend could grow out of these recom- 
mendations. And the trend, it is thought, may defi- 
nitely favor labor. If so, this may render economic 
stabilization difficult, if not impossible. 


Strong Position of Labor Unions 


Apart from political aspects, labor unions today 
are in a strategically strong position, especially in 
heavy industries, because of the tight labor situation. 
Defense industries will require an estimated four 
million additional workers when peak output under 
the existing military procurement program is 
reached. With unemployment close to minimum levels 
and the possibility of shifting workers from civilian 
industries limited, the labor supply will be strained. 
Labor therefore can take a strong stand behind its 
wage demands. If, of course, organized labor is sin- 
cere about wanting to check inflation, it will not 
exploit these favorable elements in its position. 
Rather it would be expected to hold down wage de- 
mands to a minimum, since under existing condi- 
tions, higher wage rates will inevitably force price 
increases. 

The reason is that industry’s ability to absorb 
additional wage boosts, without passing them along 
inform of higher prices, has been largely eliminated 
this year. Corporate profits are declining. Higher 
corporate taxes, increased depreciation charges 
against income stemming from the postwar expan- 
sion program, absence of inventory profits which 
swelled earnings last year, and narrower profit mar- 
gins on defense business all contribute to the down- 
ward trend. With profits already sharply reduced in 
many cases, it stands to reason that higher wage costs 
can hardly be absorbed. 


Upward pressure on prices may be increased by . 


the fact that since the defense program puts a ceiling 
on consumer goods production, wage boosts cannot 
result in more goods available for wage earners to 
buy. They can only mean higher prices for the same 
volume of goods, the usual inflationary process in 
the circumstances. 

Some lines of business may face a different 
dilemma. Consumer demand in various fields is 
slack, hence it would be impractical to raise prices. 
With production already curtailed for lack of de- 
mand, absorption of higher wage costs would be 
difficult in view of the proximity of break-even 
points because of lower volume. In such instances, 
the squeeze on business could become quite painful. 
With higher wage rates prevailing, it is apt to be 
80 in either case, whether industry is forced to 
maintain ceilings or merely unable to raise them 
under the present condition of the consumer market. 
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In the past, policy thinking has been along the 
lines.of holding prices stable and wages flexible. If 
continued, any such formula would not only pro- 
duce a severe squeeze on business but in the long 
run it would probably prove unworkable. While 
labor spokesmen strongly demand a check on in- 
flation, the fact remains that actions and tendencies 
of organized labor in the matter of wages simply 
tend towards more inflation. That certainly will be 
true if seventh round wage boosts of the magnitude 
proposed are actually approved. 

The simple fact is that if there is to be wage 
stabilization, a line must be laid down and adhered 
to. Merely jacking up wage rates is not the way to 
tackle the job, yet that is exactly what the Wage 
Stabilization Board has been doing. Such a policy 
will turn out to be nothing but a policy of appease- 
ment that may prove tremendously costly to the 
whole economy. The price stability we currently 
enjoy would be quickly superseded by a new in- 
flationary spiral. 

The action of commodity prices over the past six 
months has indeed been reassuring. The official 
wholesale price index is down almost 4% since 
March, and the cost of living has registered only a 
very slight further rise which nevertheless has led 
to automatic wage boosts for a great number of 
workers covered by cost-of-living escalator clauses. 
New hikes of this nature are impending. 


Purchasing Power of Dollar Maintained 


Even more reassuring has been the success 
achieved in removing fundamental causes of in- 
flation. Consumers are no longer scrambling for 
goods, so that demand lags behind supply for many 
civilian items. Higher taxes assure that the Treas- 
ury’s cash budget deficit will be small for this fiscal 
year. Thanks to restrictive credit policies and the 
desire of business to reduce inventories, bank credit 
is held within bounds. In short, despite steadily 
mounting defense expenditures, the purchasing 
power of the dollar has been pretty well maintained. 

It would be a pity, to put it mildly, if that achieve- 
ment were to be (Please turn to page 202) 
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MANPOWER PROBLEMS 


By E. K. T. 


“BIG STEEL” is running the National Production Au- 
thority, says the U. S. Senate committee for small 
business which puts it picturesquely: “NPA iron and 
steel division does the industry goose-step in follow- 
ing the wishes of ‘Big Steel’.” Complaint is lodged 





WASHINGTON SEES: 


The country was never nearer manpower draft 
than it is today, and while defense mobilizers will 
do everything possible to avoid relocation of 
civilians, they are encouraging publication of the 
reminder that “this is everybody’s emergency.” 

President Truman more than 10 months ago 
took an overall look at the situation. Guided by 
reports of all agencies, he issued a manpower 
directive commanding that production be sched- 
uled and contracts given with careful considera- 
tion of available manpower; that, when feasible 
from an economic standpoint, the contracts and 
materials be sent to the centers of available men 
and facilities, rather than relocating. (That was 
not inconsistent with the pleas for industrial dis- 
persal, which was intended to affect only new 
plants, not existing ones.) 

Defense Mobilizer Wilson found the order was 
being almost completely ignored, and he issued 
a similar plea for cooperation in August. The La- 
bor Department's Defense Manpower Administra- 
tion wasn’t being consulted. 

The problem is coming to a head as a result of 
New England textile workers and Detroit auto 
workers complaining they’re being frozen out of 
employment. The textile workers say the contracts 
are going into the southern states to new plants, 
the auto workers charging that materials restric- 
tion has dropped car production to a trickle but the 
plants aren’t being reconverted, others are being 
built. 


President Truman may have to step in. The Mu- 
nittions Board insists it must award to the lowest 
bidder; Defense Plant Administrattion says it can- 
not control where plants will be erected. 
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specifically against recent order eliminating the re- 
quirement that producers hold 10 per cent of their 
output each month to fill arriving orders, not allocate 
their entire production on a first come, first served 
principle which favors large buyers, committing out- 
put months in advance. There isn’t much the commit- 
tee can do except protest, and NPA is used to that. 


BELLIGERENT in tone and with sweeping targets, the 
same committee is going after the military purchas- 
ing offices, claiming the percentage of defense work 
given to small operators is constantly dropping. (The 
committee is the authority for the blanket statement 
that an industry employing fewer than 500 persons 
is “small,” regardless of the type of business). Sum- 
mer-months percentages of contracts going to the 
smaller facilities dropped so low that the only way 
they could move was up, says Committee Chairman 
John Sparkman, Alabama senator. But that state- 
ment was an error, he now “confesses,” for the spiral 
has dipped ever lower. 


SPEEDY AMORTIZATION of defense plant facilities 
for purposes of federal income taxes took a new tack 
Nov. 1 with applications aggregating 34 billion dol- 
lars still to be acted upon but recorded before the 
deadline. The entire amount of approvals for “certi- 
ficates of necessity” under the program has been 
only $10 billions, so it is certain that the applications 
will get some rough treatment. New standards now 
will control, with building materials supplies and pri- 
orities based upon needs as determined by defense 
needs now playing a more important part than here- 
tofore. Power, railroads, petroleum, and shipbuild- 
ing will get the ice stare from now on. 


DRAFT of war veterans and fathers, entailing serious 
dislocations in offices and plants in addition, of course, 
to family life, is very much in the news and it can be 
stated with authority, very unlikely to happen. While 
the rumor persists, many employers will be hesitant 
to place or promote men in either classification and 
the damage in both directions can be great. No one 
should know better than Maj. Gen. L. B. Hershey, 
chief of Selective Service, who has repeatedly denied 
such a program is under consideration. But his de- 
nials don’t seem to catch up with the original stories. 
Lower draft age would come first. 
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President Truman appears to have "boxed in" his 
critics when he hand-picked Frank E. McKinney, banker and 
businessman with minor political background, to be chair- 
man of the democratic national committee. It is certain 
that the republican drum beaters will not waive important 
financial backing by appearing to criticize one because 

he followed the profession of banking. And except for 
military service, McKinney's major connection with gov- 
ernment was second top-man in war contract renegotiation. 
His record in that office will be gone over naturally, but 
the GOP won't protest if it's found he was "business- 
minded" (that would be a refreshing discovery in Wash- 
ington) nor will it complain if he was tough on business 
-- and thereby please many rank-and-file democrats. 
































McKinney got off to a good start by proposing 
that all federal income tax collectors be placed under 
civil service. President Truman promptly joined with 
public praise of the suggestion, but there's belief here 
that the idea actually came from the White House, was "planted" with the new committee 
chairman. It isn't at all certain that the republicans will take this proposition with 
great cheer. As a practical proposition it means stacking the collectors list with 
democrats who'll serve for the rest of their lives (or "during good behavior," which 

in the light of recent developments might mean a much shorter tenure.) It happened when 
FDR put the postmasters under lifetime, civil service terms, freezing in office the 
thousands of democrats appointed by the democrat-controlled administration. The extent 
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will be doing the appointing after 1952. 





Not only the bookmakers who handle race track bets, and their customers, but 
also many others who have been put to trouble and expense responding to congressional 
questionnaires, will watch with interest the outcome of a challenge being made in court 
































— eee 


occupation tax stamp and pay 10 per cent of their profits to the Treasury. Off-the- 
track betting is still illegal; in fact its legalization within a state would be the 
function of the affected state, so the tax is not a "license" to carry on the business. 
Bookmakers contend that this being so, they are being asked to testify against them- 
selves, in violation of a constitutional protection. But the broader base of the appeal 
is the requirement for disclosure of financial and other matters. 























Closely akin to this litigation and important because decision will be made 
in a federal court and, perhaps, speedily adjudicated upon appeal to the Supreme Court, 
is the District of Columbia suit to decide whether policemen may be required to disclose 
their financial condition, sources of income, investments, etc. The right of privacy is 
raised as a barrier. Somewhere in the two decisions should come guidance for corpora- 
tions and individuals who don't believe congressional committees have the right to go 
as far afield as they frequently do when demanding "reports." 


























The British have taken Washington again, this time in a sentimental sense. 
Princess Elizabeth who some day may be Queen of England captivated this important center 
of world affairs, talked with officials with an obvious maturity of judgment, managed to 
avoid criticism -- and paved the way for either Winston Churchill or Anthony Eden to 
come here, probably before year's end, and discuss Britain's financial situation. 





























ag If the Princess mentioned money matters in her talks with Mr. Truman, the fact 
jy Yas not divulged. Likelihood is that she didn't. But she engendered much good will, 
Something that usually pays off. The visit to this country was planned before the labour 
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#ireasury, can be expected to lay it on the line: more money or less armament production 
at home. 
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The politically rebellious southern states have agreed that Senator Harry F. 





. Byrd of Virginia, is to be their front man*in the next drive to chase the Truman Fair Deal 
out of Washington, although Senator Richard Russell of Georgia, will be the presidential 
nominee if he can be prevailed upon to accept. He wouldn't take the nomination four years 
ago, seems receptive now. Choice of Byrd to be nominal leader and spokesman is a 

frank play to win some states north of the Mason-Dixon Line by presenting a leader in 
federal economy as an advocate against the background of heavy federal expenditures 

and high taxes. . The Virginia senator has been off the Truman reservation for several 


years, but he refused to leave the democratic fold in 1948 to go along with the Dixiecrats. 



































Congress has played into the hands of Senator Joseph McCarthy by failure to 
pass legislation that would permit Admiral Nimitz and other members of the Commission 
on Internal Security to receive other federal emoluments, fill other appointive jobs, 
while serving as commissioners. President Truman in a moment of pique has abolished the 
board, even though only temporarily, and that's where McCarthy comes in: he's placed in | 


the position of seeming to be the only crusader against subversives. Senator McCarran 
tied the legislation up in his judiciary committee after the house had approved it and 
~ 
he 


























every indication was that the senate would concur. 


Liguor wholesalers and retailers are catching their breath and restocking 
warehouses after what probably proves the biggest month in their sales history froma 
dollars-and-cents standpoint. The effective date of new and higher taxes on spirits 
formed lines in front of Capital dispensaries, just about cleaned out available stocks 
as purchasers beat the Nov. 1 deadline for the old prices. Now the shop keepers are won- 
dering if this merely means that the Christmas and New Year's shopping is being done early 
and final quarter business won't, after all, be out of proportion to normal merchandis- 













































































































































































ing. Depends, probably, on whether the buyers Store away or stow away their fifths. W 
A "czar" for organized labor operating along lines matching the czar, or com- , 
missioner, of organized baseball is in prospect for CIO; it's more than prospect, it is 
virtual certainty for the man has been picked for the job and only his acceptance is N 
awaited. He's Frank P. Graham, former War Labor Board official, later appointive sen- 
ator from North Carolina, defeated for election allegedly because he was "too liberal." 
Senator Wayne Morse of Oregon, also with WLB background, would be equally acceptable. R 
It isn't recent discovery but it is a matter that cuts deeply into, and across, 
union policies, that jurisdictional strikes are costly and wasteful. Paying union bene- 
fits to strikers taps the coffers of all the contenders, widens breaches, and seldom 
settles anything basic in the long run. It isn't possible to determine lines of juris- 
diction with particularity that would guarantee their observance. So the CIO is plan- 
ning to set up an umpire whose determinations all affiliates will agree in advance to othe: 
accept. Not the least of the sufferers are the employees who must stand by helpless and ing 
see production come to a standstill, especially in the construction trades where the anotl 
jurisdictional strike is a frequent hazard. Worl 
Veterans organizations are starving for memberships in an era of plenty -- Belg 
with a pool of almost 19 millions to draw from, the four major organizations have fewer rece! 
than 4 million members on their paid-up lists. The social implications of such a situation migh 
may concern the former servicemen, but there are other angles which are of greater Port 
interest to the politicans. If there ever was a "veterans vote," in the sense that it is ae 
cast substantially en bloc (doubtful), there is less of it than ever before. The American upva 
Legion has about 2.5 million members, making it the largest; the Veterans of Foreign poun 
Wars, Disabled American Veterans, and the AMVETS divide another 1.5 million members. With 
And since these organizations often are poles apart on federal matters including bonus have 
and other money matters, political importance is slight. eg 
Recent events prove that a Korean truce is still far froma sure thing. Even cure- 
if the Reds mean business, there will be no quick settlement, and there is doubt of re 
whether they mean business. Some believe the Communists now realize that they cannot the 1 
push farther South in Korea and that, asaresult, they are inclined to concentrate ooh 
on holding their gains in the North. They would favor an end to the shooting but are but 7 
indifferent to a real truce, or a real settlement. Hence their emphasis on a quick abou 
end to actual hostilities, and their foot-dragging when it comes to discussion Th 
of other aspects of a truce. aldec 
dolla 
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What Prospect of... . 
New Currency 


Readjustment Abroad? 


By V. L. HOROTH 


be he New York foreign exchange market and 
other international money centers have been buzz- 
ing for the last two months with rumors that 
another wave of currency devaluations—like the 
one in September 1949— is about to sweep the Free 
World, and leave but a few countries unaffected. A 
Belgian economist of note is quoted as having said 
recently “that only five countries in Western Europe 
might escape: Switzerland, Italy, Western Germany, 
Portugal and Belgium.” 

To be sure, this time devaluation rumors are 
much more plausible than the rumors predicting the 
upvaluation of the pound sterling, the Australian 
pound and the Swedish krona some six months ago. 
Without much warning, a large number of countries 
have been plunged into balance of payments diffi- 
culties, in most cases as a result of a malaise which, 
for political and social reasons, will be difficult to 
cure—that of “living beyond their income in the face 
of rearmament realities.” As a recent editorial in 
the London Financial Times puts it: “‘What makes 
the prospect so dark in Great Britain and other 
countries is not the balance of payment crisis itself 
but the inability of the governments to do much 
about it.” 

The balance of payments crisis abroad was her- 
alded a few months ago by the reappearance of the 
dollar shortage problem. Some time during the sec- 
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ond quarter of this year, the outflow 
of gold and funds from this country 
abroad was reversed. Despite grants 
and gifts, international payments are 
again running in our favor, and dur- 
ing the four months ending October 31, 
we regained some $480 million in gold, 
or about one-fifth of the gold lost be- 
tween September 1949 and June 1951. 
Our net short-term liabilities to for- 
eigners at the end of August were 
about $500 million less than at the 
peak in October 1950. 

However, it is the foreign data that 
give a truer picture of the seriousness 
of difficulties abroad. The $600 million loss in the 
sterling area’s gold and dollar holdings during the 
third quarter, topped by another $320 million loss 
during October, took everybody by surprise. In the 
six months ending September, the foreign exchange 
holdings of the Bank of France declined by nearly 
$180 million to $375 million. Those of Italy have 
dropped by some $150 million since the outbreak 
of the Korean war. Dollar balances of the Nether- 
lands are down to about half the amount held one 
year ago. 


Flight of Private Funds Abroad 


Many Latin American countries also, notably 
Brazil, Mexico, Peru, and Uruguay among others, 
are losing foreign exchange holdings accumulated 
during the post-Korean commodity boom. Among the 
countries which have kept their gold and foreign 
exchange balances more or less intact are the Scan- 
dinavian countries (Finland excepted), Belgium— 
which has added to hers nearly $250 million since 
the beginning of this year, Portugal, Indonesia, the 
Philippines, Cuba, Argentina, Venezuela, Western 
Germany, and Japan. 

As usual, the spread of rumors has led to a num- 
ber of developments which have intensified the pres- 
sure on international payments of the countries in- 
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volved. Private funds are fleeing abroad, many ex- 
porters are reluctant to repatriate their export 
proceeds, and some importers of merchandise from 
the “suspect” countries have been delaying pay- 
ments. So much capital has been escaping into Bel- 
gium, for example, that the National Bank of Bel- 
gium saw fit to establish a free market for the cur- 
rencies of other European Payment Union countries 
(Switzerland excepted) through which all transac- 
tions except those officially approved are now cleared. 

In practice this means that the Belgian franc is 
being upvalued for all except trade transactions. The 
decision last month of the International Monetary 
Fund to permit gold producers to sell a limited por- 
tion of their newly produced gold at premium prices, 
has probably also added to confusion and uncertainty 
about exchange rates of different countries. 


Dollar Has Acted Better Than Gold 


In general, however, the dollar has appreciated 
more than gold. In fact, free gold prices show a ten- 
dency to sag, now that more gold is likely to be 
offered. In France, for example, the dollar was 
quoted at one time at 445 francs, or almost as high 
as in the summer of 1949. In contrast, gold prices 
in Paris recovered only to the levels established 
earlier this year. It was the transferable sterling 
that has received that worst beating, however. 
Quoted at around $2.60 last May, it plunged to $2.35 
in October, but recovered since to about $2.42. The 
heavy discount encourages the misuse of transfer- 
able sterling and, as has happened two years ago, 
Great Britain is again being deprived of her legiti- 
mate dollar earnings. 

To many people, the simple way of curing balance 
of payments difficulties lies in upvaluing or devalu- 
ing the currency of the country involved. But the 
mere tackling of symptoms often creates more prob- 
lems than it solves. Stated in the simplest terms, 
pressure on a currency usually develops when a 
country imports too much and does not export 
enough, and in nine cases out of ten, the main rea- 
son for this can be laid to internal inflation. 

For example, a country may not be exporting 
enough because her products, due to internal infla- 
tion, are priced too high. This was the predicament 
of Great Britain and other Western European coun- 
tries in 1949. Not only were their products over- 
priced in international markets, but because of the 
rigidity of their economies, they were unable to 
lower production costs. Devaluation offered a way 
out. 

Or a country may not be exporting enough because 
the products are absorbed by the people at home 
who have too much money to spend. A devaluation 
in this case would merely lower the intake in for- 
eign currencies. The way out lies in reducing in- 
ternal purchasing power through taxation, licensing 
and other controls. 


The Problem for Britain 


Britain’s balance of payments difficulties fall this 
time into the second rather than the first category. 
The country has been living beyond her income. “The 
sum of all demands,” wrote the London Financial 
Times about a month ago, “that are being put on 
the country’s productive capacity—by rearmament, 
by welfare service, by Government expenditure, and 
by civilian consumption—are too much for equilib- 
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rium in overseas payments. Britain is again attempt- 
ing to do too much.” Obviously, the way out of the 
present difficulties lies in (1) producing more, (2) 
encouraging saving, (3) discouraging all the non- 
essential activities that thrive on the public’s having 
too much money to spend, (4) trimming imports 
and, above all, through (5) encouraging exports. In 
contrast to 1949 when Britain’s exports bogged down 
because her goods could not compete in international 
markets, she can sell almost anything today, particu- 
larly in the way of capital goods, provided they can 
be wrung out of the British economy. 

The Labor Government knew all this. The former 
Chancellor of the Exchequer, Mr. Gaitskill, used to 
repeat it in so many words. Last June he raised the 
export target for the second half of this year to 
£200 million to £1,600 million, and the present Chan- 
cellor, Mr. Richard A. Butler, has raised it £280 
million. 

When it came to carrying out the measures which 
were to restrict internal consumption in order to 
release additional resources for rearmament, the 
Labor Party failed utterly. (1) The measures they 
took were too innocuous, for fear that the elector- 
ate might be alienated by further controls and regu- 
lations; a point of no return had been reached. Taxes 
were run up to a point where they were no longer 
deflationary but inflationary, because they encour- 
aged dis-saving. Holding the line on wages failed 
because under conditions of full employment, the 
essential industries had to bid for labor. The first 
round of wage increases last spring added an esti- 
mated £150 million to the purchasing power, and a 
second round was in the offing. 

The Labor Government had finally reached what 
the London Banker called a “posture of defeatist im- 
potence.” It was caught in a blind alley. Additional 
complications set in: (1) increased armament re- 
quirements, (2) the loss of Iranian oil, and (3) the 
rise of prices of food and raw materials, which to- 
gether added some £600 million to external expendi- 
tures over and above those of 1950. The overseas 
sterling area has been clamoring for more goods. 
In addition the rate of exports has slowed down. The 
most flourishing of the postwar export industries, 
the engineering and metal trades, switched to re- 
armament, and the other exporting industries, such 
as textiles, were faring badly because of Japanese 
and German competition and a drop in demand in 
general. 


No Great Change in Conservative Program 


Can the Tories succeed where Labor failed? Mr. 
Churchill’s speech in Commons and the measures 
announced last week by the new Chancellor of the 
Exchequer show that the Conservatives will try to 
take the pressure off international payments by 
trimming imports and by treating the country with 
another “dose” of austerity. But it seems that there 
will be no putting the country through an “economic 
wringer” in the foreseeable future. The fact that 
the Tory margin in Commons is almost as precari- 
ous as was that of Labor implies this. The new 
Government will certainly try to avoid pulling the 
country into a series of damaging strikes. It appears 
that there will be no appreciable cut in the food 
subsidies and the welfare state program will not 
be touched. Taxes will go up some, as already an- 
nounced by Mr. Butler. Private business will un- 
doubtedly be given more leeway to make decisions 
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and plan ahead. But otherwise, things will be left 
pretty much as they are, and hence wages will 
probably continue to rise and add to inflationary 
pressures. 

However, Mr. Churchill, who opposed the 1949 
devaluation, cannot be expected to give up without 
a fight. While temporizing at home, he may try to 
bolster up the pound by a more vigorous foreign 
policy and by persuading the United States to re- 
sume Marshall aid grants or to increase our contri- 
butions in raw materials and dollars to Britain’s 
rearmament effort. Astute politician that he is, Mr. 
Churchill may even try to lessen the tensions between 
East and West, so as to be able to stagger the 
reaarmament effort over a longer period. That would 
take the heat off internal inflation and commodity 
prices. 

Thus the battle for the defense of the pound is on, 
however lacking in ardor. If the spiral of rising 
wages, prices and costs can be halted, the pound may 
be saved. But if the rise in British production costs 
undermines Britain’s ability to compete in world 
markets, devaluation is inevitable. 

The pressure on Continental currencies, Italian 
lire, Dutch guilders, and particularly the French 
franc, stems from the same source as the pressure 
on the pound. The gaps in international payments 
have reappeared because the fires of inflation, never 
quite extinguished, have been rekindled by high 
raw material prices and the new armament burdens. 
Internal strains and the potential dangers to cur- 
rencies differ from country to country, depending 
upon other burdens, the magnitude of the rearma- 
ment program, and the success of the measures 
taken to cope with them. 

The Netherlands, for example, which still has a 
big job ahead in both rehabilitation and re-equip- 
ment, has categorically refused to sacrifice these 
tasks to the rearmament burden apportioned to her. 
The recovery of Germany has helped the Dutch 
economy, and for the time being, the situation is still 
ina manageable stage. 

The situation in France is much more explosive. 
The vast majority of Frenchmen have no stomach 
for governmental controls or increased taxation. The 








relatively small increase in taxes (mostly in excise 
taxes) has been far from sufficient to finance the 
war in Indo-China and re-armament with the result 
that there may be a huge deficit—almost a trillion 
francs—this year. There have been two rounds of 
wage increases, one in March and another in Sep- 
tember, raising wages 11% and then another 15%. 
The main hope of the French Government, if the 
franc is to be saved, lies in obtaining more American 
aid, or rather in inducing the U. S. Government to 
place in France orders for armaments for its own 
account and that of other Western allies. 


Inflation of Varying Dimensions 


In Jtaly the rearmament wheels have just barely 
started rolling. The inflation peril has so far come 
largely from high commodity prices. In Belgium the 
pressure on international payments stemming from 
rearmament and high commodity prices has been 
more or less obliterated by a boom in steel exports 
(most of the Belgian steel makers are, however, 
marginal producers) and a heavy inflow of refugee 
funds from other European countries. In the Scandi- 
navian countries, the rearmament burden has been 
relatively light, and the rise in the cost of imports 
has been offset by the rise in the prices of exports 
(paper, timber and steel), in the case of Sweden, 
and higher steamer freight rates in Norway. 

A large number of raw material producing coun- 
tries have been suffering from what may be called 
“imported” inflation, expansion of internal purchas- 
ing power due to heavy export earnings. As examples 
may be cited Malaya, West Africa, South Africa, 
Ceylon, Indonesia, and a number of Latin American 
countries. Increased imports, preferably of capital 
goods which encourage greater productivity, are 
the usual prescription to combat this kind of in- 
flation. 

Judged by the rise of prices (see accompanying 
table), Australia has probably developed the most 
acute inflation as a result of (1) huge export sur- 
pluses due partly to a fantastic increase in wool 
prices after Korea, (2) heavy government expendi- 
ture on social services (Please turn to page 200) 
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Price Rises Since Sept. 9, 1939 
Wholesale Prices Cost of Living 
Sept. Latest ~ Sept. Latest » 4 
1949 Month Change Month 1949 Month Change Month 
(1937 = 100) (1937 — 100) 
United States.................. 178 206 +16 Sept. 165 181 +-10 Aug. 
MORTPRNENORT «07 cot cag ssjcavessoar 182 224 +23 Aug. 104(a) 123 +18 Sept. 
WOME) 2052.3 init 287 420 +46 Sept. 396 477 +20 Aug. 
RICA coee ee ee ar ee oe eee oe eee , 236 249 + 6 June 
ere ere 129 152 +18 June 
MOMMMEIRGR occ utecccidcskeas”  cskss 303 394 +30 Sept. 
Era eee eae 180 206 +14 May 
Great Britain re 212 299 +41 Sept. 180 207 +15 Sept. 
France ........... 2,200 2,950 +34 Sept. 2,110 2,670 +27 Sept. 
Netherlands ite ee 369 +38 July 216 267 +24 July - 
Belgium ....... . 334 429 +28 Sept. 376 454 +21 Sept. 
OO ee 267 +41 Aug. 161 188 +17 Sept. 
Switzerland : es 196 200 +°2 Aug. 162 169 + 4 Sept. 
Australia oo... , 190 278 +46 July 168 210 +25 June 
i eee ee 
South Africa... 194 238 +23 Aug. 159 178 +12 Sept. 
Philippines .0.00000.0........ 390 404 + 4 Sept. 334 407 +22 Sept. 
ae eee 172 277 +61 Aug. 183 202 +10 Aug. 
(a)—1937 = 1 
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bal hese are boom days for the office machine 
industry. The reason for it is two-fold: 

Current industrial expansion coupled with rising 
labor costs are generating wide-spread demand for 
mechanization in the office similar to mechaniza- 
tion in the plant. And, defense orders, both for 
precision-type equipment required by the armament 
program and for electronic computers are now cap- 
turing an estimated 5% of the industry’s current 
near-capacity output. By next year, it is expected, 
co orders will total some 15% to 20% of industry 
sales. 

As a result, when office equipment makers’ earn- 
ings for the year are totalled, even after higher 
taxes, they will show substantial gains over 1950. 
When measured against the performance of other 
industry groups, they are expected to assume a posi- 
tion of leadership. Evidence of this is seen in a 
compilation of third quarter earnings for nineteen 
industry groups of which only seven show a gain 
over last year. Office equipment makers with an 
11% increase in profits rank fifth, preceded only by 
railway equipment, petroleum products, paper and 
allied products and metal products. 

According to industry analysts, production as a 
whole during the first half of the current year rose 
70% above 1950. Payrolls were up some 30%. 
Though output during the summer showed a greater 
than seasonal decline due to a softening in demand, 
orders this fall have more than compensated for 
that decline with the result that many leading office 
machine makers now hold a substantial backlog 
of orders. 

Far more interesting, however, than the bright 
prospects that industry holds to the year end—and 
with little doubt through 1952—is the fact that the 
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Business Machine Industry 


By FREDERICK K. DODGE 



















cyclical nature of the office equipment industry, 
from the long-range viewpoint, appears to be di- 
minishing. Though in the future there might well 
be ups and downs in the demand for typewriters, 
small calculators, billing machines and similar stand- 
ard equipment, the fact that modern business and 
the sciences upon which it is built are growing more 
complex with the resultant need for more extensive, 
efficient and accurate statistical records and analy- 
sis, makes it more difficult to defer purchases espe- 
cially for the newer electronic devices even during 
periods of economic setback. 

Further, the mounting requirement of State and 
Federal tax programs, of social security, unemploy- 
ment insurance, sales and excise taxes, labor legis- § 
lation and the host of other new government regu- § 
lations on inventory, prices, material allocation and 
credit that show promise of lasting for quite some § 
time, call for a larger work load in the office at a ff 
time when clerical help threatens to grow tighter § 
and the trend points toward shorter working hours. § 
These factors all make it imperative for business 
to use an increasing number of calculating, tabu- 
lating, computing and other record-keeping devices. ff f) 
Beyond these factors, the plans that leading office fj int 
machine makers have for product diversification— § 


programs broader in scope than at any other time - 
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in their history—all point to a continued uptrend § ,,, 


in sales. Smi 
Und 


Foreign Sales of Growing Importance 


Together with this increased domestic demand, 
export business has risen sharply this year. Heavi- 
est orders are expected to continue from Canada and 
Latin America with Western Europe, formerly the 








THE MAGAZINE OF WALL STREET 














ndustry, 
» be di- 
xht well 
writers, 


industry’s largest customer, next. During the pre- 
war 1936-39 period, the foreign sales of leading 
producers averaged close to 30% of the total against 
an average of 25% in 1948-49. And, this average 
is now in some instances already exceeding the 
pre-war rate. 


Raw Materials a Problem 


Chief worry of the industry today is not sales— 
except possibly for the typewriter makers—but raw 
material supplies. Although the industry’s essen- 
tiality is recognized currently by the government 
as it was not during World War II, office equipment 
makers can expect to get by next year no more 
than 48% of their pre-Korean allotments of vital 
metals. Current output, based on cutbacks of 30% 
to 35% for steel and 50% for aluminum, is prevent- 
ing plants from running at full capacity. While at 
mid-summer, according to industry spokesmen, most 
producers held a three to six-month inventory of 
parts and materials, a substantial portion of this 
accumulation has now been worked off. 


However, in order to overcome these raw material 
shortages, industry leaders all are embarked upon 
research programs for material substitutes. So far 
the only new material in use is a magnesium alloy 
which is being substituted for aluminum, and whicn 
is proving more costly, thus narrowing profit mar- 
gins. And, for at least one prominent file cabinet 
and desk maker, wood is now replacing steel, in an 
effort to maintain shipments. 


Operating under OPS regulation CPR 22 and 
awaiting some leniency under the Capehart Amend- 
ment, office equipment makers are currently suffer- 
ing little hardship on retail pricing. Truth of the 
matter, however, is that so far as standard office 
equipment is concerned, the sales situation is still 
oo competitive to permit any individual manufac- 
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turer to raise his price even though he were per- 
nitted to do so. This is because, for these products, 
inventories at the retail and wholesale levels con- 
tinue to be ample. 

How long this situation will remain, however, is 
pure speculation. Following announcement of recent 
mw material cut-backs, the industry witnessed a 
nish of orders which, if maintained over any long 
hriod of time, could certainly create shortages such 
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as exist already for electronic computers where order 
backlogs extend up to two years. 

Industry analysts who predict peak output and 
earnings for this year, are equally certain that 
profits will decline in 1952 even if current produc- 
tion rates were maintained. For one thing, higher 
corporate taxes for a full twelve month period will 
take their toll. This year’s tax rate increase is esti- 
mated to require a 29% sales increase in order to 
be offset. While such an increase is thought to be 
feasible this year with sales running more heavily 
on the civilian side, next year, with heavier gov- 
ernment business and less raw material, it is doubt- 
ful whether profits will be able to stand up as well. 

On the other hand, the industry is well situated 
as far as its EPT position is concerned. Business 
was good during the 1946-49 base years due to the 
accumulated demand that resulted from diminished 
output during the war years. However, as more 
material substitutes are used next year, profit mar- 
gins will narrow. Also the industry has the dubious 





Position of Leading Office Equipment Companies 

















———— Interim 1951 -——_——_- ———___—_—— 1950 wae 
t 
1 Net Net Net Net Price 
Sales Net Per Sales Net Per Recent 1951 Div. Earnings _— Price Range 
(Millions) Margin Share (Millions) Margin Share Price Div.* Yield Ratiot 1950-51 
Addressograph-Multigraph $ 57.31 9.0% $6.841 $ 44.32 12.2% $ 7.222 60% $3.50 5.7% 8.3 63%-39% ff 
Burroughs Adding Machine 54.07 7.7 847 86.9 92 1.60 17% 90 5.1 10.8 18%- 12% 
Felt & Tarrant Mfg. . 998 13.4 2.518 7.6 5.6 81 16% 1.10 6.9 20.0 18 - 10 
Inter. Business Mach.. . z 6.928 214.9 15.4 11.48 204 4.009 1.9 17.9 240 -185 4 
National Cash Register. 147.18 6.2 4.648 170.4 7.1 6.16 541% 2.60 47 8.8 59%- 28% | 
Pitney-Bowes ............ 18.18 5.8 908 21.6 9.0 1.77 16% 1.00 6.1 9.2 19%%- 14% | 
Remington Rand .......... 108.43 7.0 1.573 187.44 75 2.874 21 12s 6.0 7.3 22'2- 10% § 
Royal Typewriter .................. . 60.31 7.3 3.891 43.42 9.0 3.392 = 23% 2.00 8.3 7.0 26%- 16 
Smith, L. C. & Corona................ 31.85 5.6 5.605 25.76 6.3 5.046 21% 2.00 9.3 4.2 25%- 14% } 
Underwood Corp. .......0000.. 56.68 6.1 4.728 58.1 8.4 6.71 54% 4.00 7.3 8.2 58 - 39% f 





*—Indicated or estimated. 
t—Based on 1950 earnings. 
1_Year ended July 31, 1951. 
2—Year ended July 31, 1950. 
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17, 1951 


3—6 months ended Sept. 30, 1951. 
4_Year ended March 31, 1951. 
5—Year ended June 30, 1951. 
6—Year ended June 30, 1950. 


7—6 months ended June 30, 1951. 
8_9 months ended Sept. 30, 1951. 
9—Plus stock. 
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honor of showing the highest labor cost per dollar 
of sales among manufacturing industries and the 
largest component of production costs for office 
equipment makers are wage rates. 

For the current year, the outlook is for dividends 
to be maintained with some increases possible, and 
generally, payments should be maintained also in 
1952. As a group, these equities are showing an 
average performance. Bolstered by good EPT exemp- 
tion and by substantial government orders for which 
no expensive retooling is necessary, the industry’s 
near future appears dimmed only by the tightening 
of raw material supplies. 


Electronic Division's Good Prospects 


Best situated over the longer term will be those 
companies making electronic computing machines, 
equipment needed for research, payroll and tax 
forms and those whose income is derived in con- 
siderable measure from rentals and parts sales. At 
current market, these shares appear to be reason- 
ably priced. On the other hand, companies heavily 
dependent on sales of typewriters and standard of- 
fice equipment will be rather more subject to com- 
petitive influences. 

The company least likely to suffer from any sales 
decline is International Business Machines, the 
world’s largest producer and renter of office equip- 
ment. Third quarter net earnings fell to $20 million 
from $23.4 million in the similar 1950 period or to 
$6.92 per share from $8.09 per share largely due 
to higher taxes. More vulnerable to excess profits 
taxes than other companies in the field, this single 
item, in the third quarter, came to $5.5 million. The 
pretax margin, however, is the highest in the in- 
dustry and shows the greatest relative stability. 
Currently at 48.1%, it was 438.5% in 1936, fell to 
34% in 1946, rose to 37.3% in 1948 and the follow- 
ing year climbed to 41.8%. Last year’s sales of 
$214.9 million showed a $31.4 million dollar increase 
above the previous year. In fact, despite cyclical 
swings in business activity which affected the sales 
of other office equipment makers, IBM has shown 
constant growth. This is due in good measure to 
the revenue derived from rentals which are esti- 
mated to net the company close to 70% of its income. 

Also showing better than average growth pros- 
pects is Addressograph-Multigraph Corporation. For 
the fiscal year ended July 31, net sales totalled $51.3 
million against $44.3 million in the previous year. 
Mainly because of higher taxes, net earnings de- 
clined to $5.16 million from $5.44 million in 1950 
or to $6.84 a share from $7.22. Through the end of 
the company’s fiscal year, due to sizeable order 
backlogs, stable current demand and a favorable 
inventory position, shipments should hold at current 
high levels. 


Two Growing Companies 


The future, however, is dependent upon larger 
defense orders which would suggest narrower earn- 
ings, and the success the company will have in new 
product exploitation. Currently, it is estimated that 
55% of sales derives from accessories including sale 
of paper for use with the company’s machines. 

Among companies showing greatest growth possi- 
bilities and diversification of product, next to IBM, 
are Remington Rand and Burroughs. 








For the six months ended September 30, Reming. 
ton Rand’s sales totaled $108.4 million against $78.8 
million in 1950 with earnings increasing to $74 
million from $5.3 million or to $1.57 per share from 
1950’s $1.09 per share. Apart from a broad line of 
office equipment, including the more complex com. 
puter machines, the company is also engaged jn 
industrial television operations—and reportedly also 
experimenting with color TV in this field. The com. 
pany engaged heavily in new product output during 
the past three years and has added several new 
electric devices to its regular line. They are meeting 
sustained demand which has created a good order 
backlog for this part of output. Further, Remington 
Rand is heavily engaged in defense work. The two 
major projects in this connection are its operation 
of a permanent shell loading plant, the Louisiang 
Ordnance Works at Mindon, La., under an Army 
contract and the automatic guns chargers that it 
is supplying from its Elmira, N. Y., plant. Overseas 
operations for the company have increased also, 
it is noted. 
Burroughs Adding Machine Company is building 
a $2 million laboratory near Philadelphia for re. 
search into electronics and high speed office equip- J 
ment. Also, last July, the company acquired the Con- ( 
trol Instrument Company of Brooklyn, designers § , 
( 
I 















and manufacturers of electronic instruments and 
fire control devices principally for the Navy. Thus 
the company is strengthening both its regular line J | 
of office equipment and its ability to acquire gov. 
ernment orders. To meet cash requirements neces- fj; 
sary for this expansion, Burroughs borrowed $4 ‘ 
million in July. r 
Net profits for the first six months of the year o 
equalled $4.1 million or 84 cents a share against $239 ¢ 
million or 47 cents a share in the similar 1950 period § a 
Adding to the volume of this business was the great § tj 
demand for microfilming equipment which the com-} 
pany sells as sole representative for Bell & Howell, § 
makers of micro-film. Order backlogs reportedly} ty 
continue heavy and shipments on two major defense § |g 


contracts have started. th 
de 

The Typewriter Manufacturers Bl 

Among the manufacturers of standard office & 


equipment, Royal Typewriter Company’s sales anif 4 
net hit a peak in the year ended July 31. Sales§ pu 
amounted to $60.3 million against $43.4 million inf és 
1950 with net income reaching $4.4 million or $3.89 Sy 
a share against $3.9 million or $3.39 per share inf Fi 
the previous year. The company has already sub§ sm 
stantially benefitted by defense contracts, having lar 
recently been awarded a $15 million Government§ Pe 
order. And, with improvement in the internationalf sys 
monetary situation, Royal notes substantial improve sto 
ment in the sales of its foreign subsidiaries. How-§ fice 
ever, the company recently reduced its work weekf scr 
from 50 to 40 hours as both the rate of new orders 
and current order backlogs were contracting. It 3s 
believed that although Royal is suffering a slight 
setback in civilian business, Government orders art] 
sufficient to prevent any serious dip in overal 
volume. 

Fourth largest in the typewriter field, L. S. Smith [R 
& Corona reported a 24% increase in sales and i 
32% gain in profits for their year ended June 3)Ra™ 
With sales of $31.8 million against 1950’s $25] 
million, more efficient (Please turn to page 200) 
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Defensive Stocks 
— Affording Safe Income 


SELECTED BY OUR STAFF 


 * sharp decline in earnings during the third 
quarter (an analysis of this situation is given else- 
where in this issue) accompanied by a series of re- 
actions in the stock market, is stimulating a search 
for sound securities whose income can be depended 
on in the complex period ahead. For this purpose, 
we have selected a group of five stocks, representing 
different industries, with a long and substantial 
record of earnings and dividends, and in a more or 
less sheltered position. 

All of these stocks represent companies which are 
in a basically strong position in essential industries 
or businesses, and whose products or services are 
likely to remain in active demand almost regardless 
of general conditions, in war or peace. In addition 
to such advantages, these stocks offer a good income 
and yield at current prices, an important considera- 
tion for investors who must find means of offsetting 
higher taxes and living costs. Also, they are well 
seasoned and generally offer more resistance to down- 
trends in the market than more volatile and specu- 
lative issues. This combination of advantages makes 
these stocks more than usually attractive for investors 
desirous of a good return, at the same time safe- 
guarding his principal, as much as possible. 

The companies represented in our list are all re- 
garded as leaders in their respective industries. 
American Gas & Electric Co. is one of the strongest 
public utilities; General Telephone Corp. is the larg- 
est independent telephone system outside of the Bell 
System, with a fine record of earnings; Household 
Finance Corp. occupies an important place in the 
small loan field ; National Dairy Products Corp. is the 
largest and most successful in its field; and J. C. 
Penney, of course, is one of the strongest retail chain 
systems in the country. An investment in all these 
stocks would offer an excellent degree of diversi- 
fication. In the following pages, we present brief de- 
scriptions of these companies, together with perti- 
nent data relating to financial and earnings factors. 
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AMERICAN GAS & ELECTRIC COMPANY 


BUSINESS: Company supplies power to portions of Michigan, Indiana, Ohio, 
West Virginia, Kentucky and Tennessee. Demand for power in this vital 
defense area is constantly increasing. 

OUTLOOK: Acceleration in the rate of power consumption in the company’s 
territories, location of the greatest industrial complex in America, is on a 
scale which has not only taxed company facilities but which has required a 
$300 million expansion program, to be completed in the next two years. A 
considerable portion of this expansion has already been completed, with 
the result that kilowatt-hour sales in 1950 were 11.8 billion against 9.9 
billion the previous year, with further gains in 1951. Up to recent years, 
growth has been in the commercial and residential fields rather than indus- 
trial but the latter is now showing the greatest gains. Demand for power 
from industrial sources is expected to increase substantially with expansion 
of production programs for steel, aluminum, magnesium, various chemicals 
and military items. By the end of 1953, the System’s capacity will be 
3,734,000 kilowatt hours against the present figure of about 2.5 million 
kilowatt hours. Net profit for the system for the year ended August 31, 
1951, amounted to $4.82 per share of common. It is estimated that the 
full 1951 earnings will be close to $4.90 a share, but this latter figure 
is on the additional amount of stock, a 5% stock dividend having been 
paid in September. With operating revenues having increased from $158.9 
million to $183.9 million in the year ended August 31, and conditions 
favoring continued gains, it is likely that 1952 will produce earnings con- 
siderably above $5 per share. In order to finance its expansion program, 
the company sold about 400,000 shares at 52% last April but future 
financing will take the form of senior shares. 

DIVIDENDS: The company pays dividends of $3 annually and has made 
payments since 1910 without a break. In view of the fine earnings record 
and prospects, the dividend is secure. 

MARKET ACTION: Recent price—567% compares with a 1951 range of High— 
60%, Low—5158. Without regard to any stock dividends that may be paid 
in the future, the yield is about 54%. 


COMPARATIVE BALANCE SHEET ITEMS 
Dacember 31 


1941 1950 Change 
ASSETS (000 omitted) 
Cash and Marketable Securities $ 30,851 $ 45,652 +$ 14,801 
ON I fice se creecdhecesisesxevacvcsiasesseee 10,194 18,900 + 8,706 
Materials and Supplies ............................. 9,383 26,192 + 16,809 
IN II vciececccasccescessvssnancicecises 570 1,277 + 707 
TOTAL CURRENT ASSETS... 50,998 92,021 + 41,023 
Utility Plant ...... 494,254 695,195 + 200,941 
Investments and Deposits pad : 3,588 35,168 + 31,580 
Construction Fund ............ ae Ls 3 -- ,000 
RN ci cisiassccdenivinain evsptaadboneneiannen 14,231 5,268 — 8,963 
TOTAL ASSETS .................. $586, 071 $827,652 +$241,581 
LIABILITIES 
Notes and Accounts elieanani ee a $ 17,261 +$ 8,428 
IN 2 Sposa ances vate navn uaiesobarodle 3,742 4,251 + 509 
Accrued Taxes .. any 17,952 31,185 + 13,233 
TOTAL CURRENT LIABILITIES 30,527 52,697 + 22,170 
Depreciation Reserve al 72,719 148,810 + 76,091 
Other Reserves ............. ........ 27,603 2,825 — 24,778 
Other Liabilities uae 9,300 5,455 — 3,845 
Long Term Debt 238,210 347,400 + 109,190 
Preferred Stock ..... 101,343 72,293 — 29,050 
Common Stock 44,827 67,116 + 22,289 
ES ni aseenseieicdors 61,542 131,056 + 69,514 
TOTAL LIABILITIES $586,071 $827,652 +$241,581 
WORKING CAPITAL $ 20,471 $ 39,324 +$ 18,853 
CURRENT RATIO 1.6 1.8 + 2 
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GENERAL TELEPHONE CORPORATION 
BUSINESS: This is a holding company which, together with its subsidiaries, 
constitutes the largest i t teleph system in the U. S. outside of 
the Bell System. Fifteen subsidiary operating companies are controlled, 
serving 19 states. 





OUTLOOK: The company has been a consistent earner ever since reorgani- 
zation of its predecessor the old Associated Telephone Co., in 1935. In the 
past decade, earnings averaged about $2.50 a share on the common stock 
and in the year ended Sept., 1951, the company earned $2.52 a share 
on the 1,920,400 shares outstanding, contrasted with $2.11 a share on 
1,395,000 shares outstanding the year previous. A better indication of the 
progress in earnings made in the past two years is the fact that consolidated 
net income was $5.2 million for the year ended last Sept. against $3.4 
million for the preceding twelve months. Earnings for the full year ending 
December 31, 1951, are expected to approximate at least $2.75 a share. 
In common with the rest of the communications industry, the company has 
a favorable EPT base, with the exemption at 7%. With wages and the 
cost of materials rising, the company must depend on securing compensatory 
increases in rates, in which it has been successful. In the past two years, 
rate increases of $15 million have been granted; with applications for an 
additional $3 millon pendng. Of the latter amount, two subsidiaries have 
been very recently granted increases amounting to $240,000, and it is 
expected that most if not all of the balance will receive similar treatment 
at the hands of the Public Utility Commissions involved. The company has 
been financing its needs principally through successive common stock issues. 
In July of this year, 300,000 shares were offered at $28% a share. 


DIVIDENDS: Payments are being made at the annual rate of $2.20, payable 
in quarterly Installments of 55 cents each. The rate in 1950 was 50 cents 
quarterly. Substantial earnings coverage indicates the dependable quality 
of the dividend. 


MARKET ACTION: Recent price—29% compares with a 1951 range of 
High—32, Low—27. Indicated yield is slightly above 7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
1941 1950 Change 
ASSETS (000 omitted) 
Cash and Cash Items $ 5,191 $ 7,274 +$ 2,083 
Receivables, Net 1,732 9,375 + 7,643 
Materials and Supplies 3,793 15,356 + 11,563 
TOTAL CURRENT ASSETS 10,716 32,005 + 21,289 
Plant and Equipment . 102,677 269,688 + 167,011 
Investments ...... 700 1,339 + 639 
Other Assets .... 4,538 3,574 _ 964 
TOTAL ASSETS . $118,631 $306,606 +$187,975 
LIABILITIES 
Notes and Accounts » Puente $ 1,948 $ 29,604 +$ 27,656 
Fane | Shove 1,141 3,992 + 2,851 
Accrued T 2,798 7,049 4. 4,251 
TOTAL CURRENT LIABILITIES 5,887 40,645 + 34,758 
Depreciation Reserve 19,180 51,442 + 32,262 
Other Reserves 134 i oa 134 
Other Liabilities 2,050 1,253 = 797 
Term Debt .... : 41,938 112,304 + 70,366 
Preferred Stock .... th 24,484 51,535 + 27,051 
Common Stock sais 12,741 27,967 + 15,226 
Surplus .......... 12,217 1,460 + 9,243 
TOTAL LIABILITIES . eet iadie vo. $118,631 $306,606 +m 975 
WORKING CAPITAL .....w..... $ 4,829 $(d) 8,640 13,469 
CURRENT RATIO a 1.9 suncl’ (eGR Yeti 


HOUSEHOLD FINANCE CORPORATION 


BUSINESS: This is the largest organization engaged in the making of small 
loans. The company operates 405 branches in the United States and 137 
in Canada. Operating under regulatory conditions, its loans are strictly 
controlled. 


OUTLOOK: The company, dependent mainly on borrowing by wage earners 
and other low-income groups, apparently is more or less immune to cyclicel 
changes in the economic picture, since small loans are required by these 
groups when conditions are depressed, and equally when conditions are 
buoyant, when added credit is then required In order to facilitate purchases 
of goods on a time-payment basis. Household Finance has consistently 
shown profits for many years. Since 1948, for example, it has earned on 
average of $3.68 a share and in 1950, it earned $4.09 a share. With $3.17 
a share earned in the first nine months of 1951, it is estimated that the full 
year’s results will be in the neighborhood of $4 a share, or slightly under 
that shown In 1950. The difference in earnings is accounted for by the rise 
in both United States and Canadian taxes, with an increase for the first 
six months alone of $3 million. Government credit restrictions ameliorated 
somewhat in recent months, have not prevented an increase in outstanding 
loans which are some 13% above a year ago. Customer notes have risen 
since the beginning of the year from about $238 mlilion to over $253 
million. The average individual loan in recent years has amounted to about 
$250 which is approximately the present figure, on which the average 
paid note ts to $210. Since the total number of individual loans 
remains at a high figure, increasing slowly from year to year, the large 
volume of unpaid loans represents a steady source of income, rising pro- 
gressively. The only unfavorable feature, common to most companies, is the 
increasing tax burden. The superior quality of the management is indicated 
by the excellent long-term record of earnings and stability of dividends. 








DIVIDENDS: Payments are at the annual rate of $2.40 a share, payable 
quarterly. This represents an increase over last year when $2.20 a share 
was paid. Coverage for the dividend is substantial. 


MARKET ACTION: Recent price—40% compares favorably with a 1951 range 
of High—4114, Low—30%. Indicated yield is slightly over 5.8%. 


COMPARATIVE BALANCE SHEET ITEMS 











December 31 June 30 

1941 1951 Change 
ASSETS (000 omitted) 
Cash ....... . $ 8,314 $ 18,304 +$ 9,990 
Marketable Securities .....0....--.ccsscssssssssss--- 3,352 + 3,352 
Investments ..... yoDeacactgneisecen 1,680 + 1,680 
Installment Notes Receivable - 80,059 230,879 + 150,820 
Other Receivables, Net . 059 012 ~ 047 
Office Equipment ......... 676 2,479 + 1,803 
Other Assets .......... a 1,296 + 1,2% 
PEI 25 cycfcrevsbccavsecssangssschersovist avons $ 89,108 $258,002 +-$168,894 
LIABILITIES 
Accrued Taxes E $ 4,446 $ 10,295 +$ 5,849 
Accruals & Other Liabilities 0.0... 1,542 3,688 + 2,14 
Notes Payable to Banks 82,260 + 62,833 
Long Term Debt 79,273 + 64,773 
Reserves ........... 2,689 + 1,938 
Preferred Stock . 20,000 + 2,000 
Common Stock . 33,211 + 14,951 
Surplus ............. 3 26,586 + 14,404 
TOTAL LIABILITIES | < $258,002 +$168,894 
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NATIONAL DAIRY PRODUCTS CORPORATION 


BUSINESS: The company, the largest of its kind in the field, deals in 
miscellaneous dairy products and their derivatives. It operates principally 
in the eastern part of the country, but also in the South and Mid-west. 


OUTLOOK: Since incorporation in 1923, National Dairy has operated 
profitably in every year and, in fact, has paid dividends continuously 
throughout that period. The leader in its field, the company has kept pace 
with important technological developments, and its expansion into chemical 
and industrial products is a significent step. Though its operation in the 
field of dairy products is basic, profit margins have been widened through 
expansion in manufactured items. The introduction of new food items, 
which is typical of the more advanced dairy product companies, is a 
feature of National Dairy Products’ activities. Sales this year will be over 
$1 billion, a record. In 1950, sales amounted to $906 million. Earnings 
were $5.15 a share in 1950 and $5.27 a share in 1949. For the current 
year, it is estimated that earnings will amount to between $4.50 and $4.75 
a share. The decline in net income is accounted for principally by the 
great increase in income taxes. For example, taxes for the first half were 
computed by the company to be $10.3 million higher than for the same 
period last year. This alone was equivalent to about $1.60 a share on the 
common stock. Working capital position is strong, having increased from 
about $90 million at the end of the war to currently over $124 million. 
Foreign subsidiary returns which are excluded from the company’s con- 
solidated report, amounted last year to about 25 cents a share; of which 
approximately 10 cents a share was credited to income. Fundamentals in 
the dairy products industry indicate great stability with costs under severe 
control—aside from taxes—and variations in the cost of the raw product 
closely geared to selling prices. Thus the future of earnings, buttressed 
by expansion in manufactured products, seems assured. 
DIVIDENDS: The company has recently increased the dividend to 75 cents 
quarterly on a regular basis, or at an annual $3 rate, against $2.80 paid 
last year, including extras. Even after the tax bite, earnings cover divi- 
dends by a wide margin. 
MARKET ACTION: Recent price—48 compares with a 1951 range of High- 
51%, Low—--44%. The indicated yield is 64%. 

COMPARATIVE BALANCE SHEET ITEMS 

December 31 
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J. C. PENNEY COMPANY 


BUSINESS: The J. C. Penney stores, known colloquially as the “poor man’s 
department store’’ operates in all the 48 states of the union, and specializes 
in clothing and all kinds of other wearing apparel. 


OUTLOOK: The company operates 1618 stores with sales close to $1 
billion in 1950 which should be considerably exceeded in 1951. For the 
first nine months, sales increased 10.3%. The company is extremely active 
in the supervision of its stores, not hesitating to close down those which 
in its estimation have reached the limits of growth. Thus last year, while 
eleven new stores were opened up, six were closed. Stores are generally 
located in the best shopping centers of the respective communities. Catering 
mainly to the lower-income groups, the company is dependent on large-scale 
sonsumer buying, but since it deals in necessities is less subject to fluctu- 
ations in public buying. The company intains a characteristically strong 
financial position, in line with its extensive inventory requirements. Net 
current assets are about $163 million, on a par with the amount of 
merchandise on the shelves or in warehouses. Costs are determined on 
the FIFO basis. Retained earnings over the years have totalled over $155 
million, the company pursuing a careful dividend policy which while satis- 
factory to stockholders, nevertheless leaves a substantial margin for cor- 
porate purposes. Earnings last year amounted to $5.46 a share but will 
probably decline this year to around $5 a share, owing to increased tax 
payments. The company, almost a half century old, has grown enormously 
and its management is considered excellent. The common stock, which has 
no bonds or preferred stock ahead of it, is considered a conservative holding. 





DIVIDENDS: The company is paying dividends at the annual rate of $3.50 
a share, including extras. Based on indicated 1951 earnings, coverage 
is quite ample. 
















1941 1950 Change 
ASSETS (000 omitted) 
Cash and Marketable Securities .. $ 15,016 $ 38,836 +$ 23,820 
Notes and Receivables, weal 27,213 38,669 + 11,456 
Inventories : 55,338 94,434 +. 39,096 
TOTAL CURRENT ASSETS ......... we. 97,567 171,939 + 74,372 
INN ooo orc c cs Faccdecececsxashiokedetsssensice 100,575 160,050 1 59,475 
Investments & Deposits . 8,540 6,147 _ 2/393 
Goodwill Purchased ....................0c00cces 22,060 — 22,060 
Other Assets 2,448 5,305 + 2,857 
I ood axes clinsenistanscaas $231,190 $343,441 +$112,251 
UABILITIES 
Notes & Debentures se sssessvssees ge AMS $ —$ 14,975 
Accounts Payable .. BR Scere 16,659 47,164 + 30,505 
i See ‘a 4,487 — 4,487 
MUNN ENON coc ck ccc chcscuscpcucccubnsesciovéscovsaess a — 11,389 
TOTAL CURRENT LIABILITIES .... 47,510 47,164 ~ 346 
Na a Re le eS 7,602 11,145 + 3,543 
Other Liabilities ... 349 337 _ 012 
long Term Debt 66,450 79,400 + 12,950 
Common Stock op 51,267 53,444 + 2,177 
a ae : 58,012 151,951 + 93; 
TOTAL LIABILITIES ........... $231,190 $343,441 +$112,251 
WORKING CAPITAL ooo... 50,05 $124,775 +$ 74,718 
CURRENT RATIO 2.1 3.6 + 1.5 
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MARKET ACTION: Recent price—69%4 compares with a 1951 range of 
High 7412, Low—64'2. The indicated yield is 5%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 June 30 

1941 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 25,510 $ 51,504 +$ 25,994 
Receivables, Net 737 1,496 + 759 
Inventory 81,650 212,692 +- 131,042 
TOTAL CURRENT ASSETS 107,897 265,692 + 157,795 
Net Property 18,475 30,943 + 12,468 
Investments : 7,226 + 7,226 
Other Assets 864 2,138 + 1,274 
TOTAL ASSETS $127,236 $305,999 +$178,763 
LIABILITIES 
Accounts Payable $ 16,184 $ 62,452 +$ 46,268 
Accruals ............ 1,575 4,116 + 2,541 
Accrued Taxes . 20,369 36,111 + 15,742 
TOTAL CURRENT LIABILITIES . 38,128 102,679 + 64,551 
Reserves .. 2,472 2,811 ~ 339 
Common Stock . 33,823 34,123 + 300 
Surplus ........... 52,813 166,386 + 113,573 
TOTAL LIABILITIES ; $127,236 $305,999 +$178,763 
WORKING CAPITAL ...... $ 69,769 $163,013 +$ 93,244 
CURRENT RATIO 2.8 2.4 a 2 

183 


St OAR SOI DN LRP ITB RUAE AR CTR AP OOP 











ing up rapidly after an ex- 
tended period of pioneering 
activity, eventually is bound 
to become one of our major 
industries. Ultimate vigorous 
expansion of markets is a 
virtual certainty. 


wie conditioning is coming of age. 
No longer is it regarded as an extravagant luxury. 
In industrial plants and in many other commercial 
applications it has become a necessity, while in resi- 
dential use it has furnished a welcome convenience. 
Demand now is approaching a level that promises to 
encourage production at a volume sufficient to con- 
tribute important manufacturing economies. Already 
this trend has lowered the cost of small room air con- 
ditioners to the point where the vast majority of 
home owners can afford such an installation. 

Two factors have contributed to rapid strides of 
air conditioning in industrial plants: (1) The need 
for increasing employee efficiency as a means of 
counteracting rising labor costs and (2) the desire 
to reduce absenteeism as well as labor turnover. Per- 
sonnel managers have come to recognize the im- 
portance of providing comfortable and attractive 
working conditions as vital aspects of a well rounded 
program aimed at making workers contented in their 
jobs. Air conditioning plays an important part in 
holding workers in plants now that the old fashioned 
idea of perfect attendance records in earning a liv- 
ing has virtually disappeared. 

Air conditioning has become increasingly import- 
ant as a means of attracting patronage in retail 
stores, in restaurants, in theatres and in other lines 
of business activity where the comfort of customers 
is essential. Theatre owners learned many years ago 
that the best method of sustaining box office receipts 
in the summer was to provide temperatures compar- 
able with those to be found at the seashore or at other 
resorts. Merchants also have learned that cool stores 
are conducive to improved sales results in the sum- 
mer months, since many shoppers are induced to en- 
ter air conditioned stores to cool off on hot summer 
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AIR CONDITIONING INDUSTRY 


— Studies in Specialties — Part II 
By GEORGE W. MATHIS 


days who otherwise would not have bothered to 
become potential customers. In like manner, air con- 
ditioning has become virtually a necessity with better 
class restaurants and with hotels in many parts of 
the South. 

Since installation of air conditioning equipment is 
comparatively simple, and therefore relatively inex- 
pensive, at the time a building is constructed, almost 
every industrial plant of any size makes provision 
for cooling systems when being built nowadays. This 
is especially true in construction projects involving 
employment of large numbers of workers and in 
cases where weather conditions are likely to affect 
production processes. Thus the extensive armament 
program involving much new plant construction is 
contributing to a boom in air conditionig sales. 


Growth Possibilities in Small Units 


Because installations of air conditioning equipment, 
including large air ducts, water pipes, condensers, 
motors, etc., frequently present difficult engineering 
problems in older buildings, costs often are prohib- 
itive under such conditions. Thus many hotels, office 
buildings and even industrial plants constructed 
twenty or twenty-five years ago are unable to put in 
satisfactory cooling systems because reconstruction 
jobs would prove too costly. Many hotels have re- 
sorted to installation of room conditioners, however, 
including those which may be installed on window 
sills. Apartment dwellers in large cities also find 
these small units especially suitable for bedrooms. 
Inasmuch as _ installations involve virtually no 
changes in building construction, growth potentiali- 
ties are promising in this field. 

Progress in development of cooling systems that 
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operate in conjunction with heating equipment also 
offers interesting possibilities—especially in warm 
climates. Essentially, of course, air conditioning in- 
cludes heating as well as cooling. Hence, it is only 
natural for engineers to come up with a system that 
provides warm air in the winter and cool air in the 
summer. 

Such equipment may be readily installed at the 
time a home is built and it has been demonstrated to 
be especially suitable for small residences using 
warm air furnaces rather than steam heat through 
radiators. The additional cost of air conditioning 
under such arrangements is so smal] that manufac- 
turers are confident of developing large markets for 
combination heating and air conditioning installa- 
tions. 


Air Conditioning in Warm Climates 


Of course, the comparatively short summer in the 
populous northern and northeastern climate of this 
country is a factor that limits the demand for air 
conditioners in the homes. However, thoughout the 
South and in most sections on the western half of 
the country, there is a growing interest in moderately 
priced equipment that will make living conditions 
more bearable. Many homes have installed large fans 
that afford temporary relief on hot nights, but they 
are less satisfactory than efficient room coolers. 

With living standards rising significantly in the 
South and in other warm climates, it appears reason- 
able to expect rapid development of markets for resi- 
dential installations. This view is supported by re- 
cert decisions of Radio Corporation of America and 
the Crosley division of Aveo Manufacturing Corpora- 
tion to enter into arrangements for marketing small 
air conditioning units maufactured by Fedders- 
Quigan Corporation. These two nationally known 
distributors of home appliances apparently feel that 
prospects for development of substantial sales are 
interesting. 

Although sales of air conditioning equipment ac- 
count for only a small proportion of volume in the 
building supply industry, this new outlet is becoming 
increasingly important for a larger number of man- 
ufacturers. Heavy apparatus required for industrial 
plants and for most commercial installations in of- 
fices, retail stores, restaurants, etc., is manufactured 
by companies such as General Motors, General Elec- 
tric, Chrysler, Westinghouse Electric, Carrier Cor- 
poration, York Corporation and Buffalo Forge. 
Smaller units are produced by Fedders-Quigan, 
Philco and others, while numerous companies, includ- 
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Statistical Data on Leading Air Conditioning Companies 



























ing Borg-Warner, Servel, Holland Furnace and 
American Radiator & Standard Sanitary, make jm- 
portant components for equipment completed and in- 
stalled by others. 


It is apparent that air conditioning represents only 
an insignificant part of total output of the larger 
companies mentioned here. Hence, it is not yet “big 
business” so far as dollar volume is concerned, but 
because much of the equipment utilized in air con- 
ditioning installations is similar in character to other 
production, these companies are especially qualified 
to maintain a position in the industry. Engineering 
surveys are required in connection with installations, 
and customers have learned to turn to major com- 
panies for such services. 

As evidence of the importance attached to air 
conditioning in the homes, American Radiator & 
Standard Sanitary has announced its intention of 
invading the market in vigorous fashion. As a long- 
time leader in manufacturing heating equipment, the 
company is fitted to offer a combination warm air 
furnace and cooling system. Development of low- 
cost equipment, bringing these facilities within the 
means of the average home owner, has opened a vast 
new field—especially in smaller homes adaptable to 
the warm air furnace. (Continued on page 204) 





—_——— Interim 1951 - 





- — -- - 1950 
Net Net Net Net Price 
Sales Net Per Sales Net Per Recent 1951 Div. Earnings Price Range 
(Millions) Margin Share (Millions) Margin Share Price Div.* Yield Ratiot 1950-51 
Carrier Corp. $70.97 4.3% $ 3.297 $62.3! 5.1% $ 4.541 22% $ 1.006 4.4% 49 25%4-14% 
Fedders-Quigan Corp. 25.53 5.0 1.023 33.6 5.8 1.60 13% 1.10 8.3 8.2 29%-11%2 
MMGNO GO’. sess6ccsi.ccacie: 26.64 5.9 1.5 4 27.6 7.4 6.87 46% 2.506 5.3 6.8 52 -24% 
U. S. Air Conditioning Corp. 3.58 3.81 2.6 11 1% ae 13.6 2%- 1% 
York Corp. . 45.7° 49 2.149 49.02 4.3 1.912 12% 875 6.9 6.7 17%- 9% 





*—Indicated or estimated. 

t—Based on 1950 earnings. 

1—Year ended October 31, 1950. 
2_Year ended September 30, 1950. 
3—8 months ended August 31, 1951. 
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4—9 months ended September 30, 1951. 
5—9 months ended June 30, 1951. 
6_Plus stock. 

712 months ended July 31, 1951. 
8_9 months ended July 31, 1951. 
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Study of... 





Electric 


Bond and 
Share 


By EDWIN A. BARNES 





na lectric Bond and Share was originally incor- 
porated in 1905, but had its major growth in the 
1920s. The 1930 balance sheet showed total assets of 
over a billion dollars, and had a consolidated state- 
ment been published, including the various sub- 
holding company systems, the total would have been 
several times as large. The company was in effect a 
“super” holding company, with effective control over 
five big holding companies—American & Foreign 
Power, American Gas & Electric (which later be- 
came an independent system), American Power & 
Light, National Power & Light and Electric Power 
& Light. 

However, the company claimed real control of 
American & Foreign Power only, its stakes in the 
other systems being “substantial minority interests’. 
In 1930 the company also had a miscellaneous port- 
folio of utility and industrial stocks worth about $78 
million, but these were gradually disposed of in later 
years. 

Electric Bond and Share has always emphasized 
the “service” feature of its set-up. An important 
subsidiary, Ebasco Services Inc., has for years ren- 
dered accounting, engineering and financial services 
to affiliated and other utility companies, and in recent 
years the activities of Ebasco have been greatly 
enlarged. 

Under the program of holding company integra- 
tion and dissolution carried out by the Securities & 
Exchange Commission under the Public Utility Hold- 
ing Company Act of 1935, a very substantial amount 
of EBS’ holdings have had to be liquidated or distrib- 
uted. Electric Power & Light has disappeared and 
National Power & Light, with its assets reduced to 
a small amount of cash, is becoming an industrial 
investment company. American Power & Light has 
liquidated all its important holdings except Wash- 
ington Water Power. Some subsidiary stocks obtained 
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in the break-up of these systems have been distrib- 
uted by Electric Bond and Share as dividends (in 
lieu of cash) in recent years, and some others were 
sold; a few remain to be disposed of. 

The company now has three major holdings: Vari- 
ous security holdings giving control of American & 
Foreign Power ; 3,165,781 shares of United Gas Corp. 
(about 27%) ; and the entire equity in Ebasco Serv- 
ices. Remnants of its former holding company inter- 
ests are about as follows: American Power & Light, 
183,050 shares; Atlantic City Electric, 2,631 shares; 
Carolina Power & Light, 9,204 shares; Montana 
Power, 138,708 shares; Southern Co., 381,067 shares. 
A dividend of 2.2 shares of Montana Power for each 
100 shares of EBS will be paid Dec. 14 to holders of 
record Nov. 9, leaving 13,200 shares in the treasury. 
As the result of the gradual liquidation of various 


‘holdings, the company has been able to make sub- 


stantial advances to American & Foreign Power, 
and also retire its own senior obligations—bank loans 
and preferred stocks. A final payment of about $10 
million on the $6 preferred stock “stubs” was made 
under court order last June. The company now has 
net current assets of some $12 million. Eventual sale 
of some remaining stocks (other than the three 














Income Projection With or Without 
United Gas 


If United If United Gas 


EST. DIVIDEND INCOME Gas Retained Is Disposed of 














American & Foreign Power (new) $3,720 $3,720 
United Gas 3,165 
Ebasco Services ee oe 1,500 1,500 
New Investment ($20,000,000 at 6%) 1,200 1,200 
Total Dividend Income $9,585 $6,420 
Expenses ; : as 750 760 
Est. Income Taxes 671* 448* 
Net Income $8,164 $5,222 
Per Share : were $1.00 





*Based on 52% normal and surtax rate, and excluding tax benefits 
of consolidation with Ebasco. 
[SS LT MT TS RAE IS LTT REY PTE RERESE  EERRNO IS 


THE MAGAZINE OF WALL STREET 
































oan a= em OU om oe 2 ae eet oe [eee a 


_ a ae 


an — ot ee ope EO et 3 Oo Ot Ome et tt COURlCUeleP 


_— 


a ae ee ee 















ari- 


rv- 
ter- 
rht, 
eS ; 
ana 
res. 
ach 
: of 
ry. 
ous 
ub- 
rer, 
ans 
510 
ade 
has 
ale 
ree 





ET 








major interests) should bring 
cash assets up to about $20 mil- 
lion, it is estimated. 

American & Foreign Power is 
over-capitalized, as a result of 
the high prices paid for certain 
properties in the 1920s, cumula- 
tive losses due to the shrinkage 
of foreign exchange values in 
Latin America, etc. Some years 
ago, the company was ordered 
by the SEC to recapitalize. An 
earlier plan was approved by the 
SEC in 1947 and by a District 
Court in 1948, but could not be 
consummated because plans for 
refunding the Debenture 5s could 
not be effected. 

A new plan was filed in Janu- 
ary of this year but final agree- 
ment between various classes of 
security holders was not reached 
until August, at which time 
minor changes in the plan were rT 
announced. This agreement ob- } ‘S421 ‘8s! |_10s2 
viated the necessity for further | 
hearings, filing of briefs, etc., 
and an early SEC decision ap- 
proving the plan is now expected. This must also be 
approved by a Federal Court, but the company has 
been optimistic that (in the absence of any substan- 
tial opposition to the plan), such approval can be 
quickly obtained and the plan actually consummated 
by the end of the year. Accordingly, the company has 
been preparing for the various exchanges of securi- 
ties. However, it now appears a little doubtful 
whether the entire procedure can be carried through 
as expeditiously as this. 

Under the revised plan, Electric Bond and Share 
will receive 55.7% of the new common stock of 
American & Foreign Power or about 3,720,000 shares 
—equivalent to about .71 share for each share of its 
own outstanding. This new common stock is expected 
to earn around $2.25-$2.50, and on this basis EBS’ 
interest in the earnings would approximate $1.60- 
$1.77 on its own shares. It has been estimated that, 
on the basis of such earning power and with a normal] 
flow of cash from Latin America to New York, divi- 
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dends of $1 per annum might be paid on American & 
Foreign’s new stock, which would be equivalent to 
about 70¢ on EBS stock. 

Electric Bond & Share has been anxious to retain 
its large interest in United Gas Corp. which it ob- 
tained in the break-up of Electric Power & Light. 
However, the SEC has considered it necessary to 
explore this question at great length. On November 
15, 1950, the SEC staff found “without merit” the 
contention of the company that it be allowed to be- 
come an exempt holding company, and recommended 
that the Commission order the company to dispose of 
its entire holdings in United Gas Corp. However, the 
Commission has not yet rendered any final decision 
in the matter, and it appears likely that if it orders 
disposal of the stock, EBS may take the matter to 
the courts. 

While Electric Bond and Share does not expect to 
“break up”, it may be of interest to appraise the 
value of its holdings, (Please turn to page 199) 


























(d)—Deficit. 

1_3% shares of Texas Utilities for each 100 shares held. 

21/35 of a share of Middle South Utilities for each share held. 
3—1 share of Carolina Power & Light for each 60 shares held. 
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Expenses Net Net 

Interest Dividends Gross and Net Ner Div. Price Range Total Current 

Received Received Income Taxes Income Share Per Share 1941-590 Assets Assets 

————— (Millions) -— ———(Millrons}———. 

1951 (1st 6 months) : Wiper Dueiisom jamie pp Leas AK $ 6 $ 3.1 $ 59 $ 4 525%4-19% $156. 36 =$12.48 
LO GRRE oereee : : $ 1.8 $ 5.0 6.9 1.7 &.1 98 1 23%-14%2 166.3 15.0 
1949 eich ee 22 43 1.6 2.6 50 2 18%-10% 171.8 11.4 
1948 ; ve 2.0 23 4.4 1.6 y PY i 53 3 16%- 9% 110.8 (d) 1.4 
1947 2.0 2.8 49 1.8 3.0 52 25 1758- 87% 122.6 9.7 
1946 2.0 3.8 5.8 1.6 4.2 .003 aus 26%-13 180.9 9.2 
1945 is. 2.1 4.3 1.5 2.7 (d) .56 ana 21%- 9 459.9 10.3 
1944 5.0 a2 7.4 2.8 46 (d) .35 : 11%- 7% 500.6 49.5 
1943 6.7 2.1 8.9 3.4 5.4 (d) .37 mi 9-2 537.2 9.0 
1942 7.0 1.9 9.1 3.4 5.6 (d) .40 , 2%- % 550.5 20.3 
1941 7.1 4.0 11.2 1.6 95 24 4%- % 552.7 22.6 
10 Year Average 1941- 1950 $ 3.7 Ss 2.8 $ 6.7 $ 2.1 $ 4.5 S @ 26%- % $335.3 $15.7 





4—Pagid to December 14th; 2.2 shares of Florida Power & Light 
& 2.2 shares of Montana Power Co., for each 100 shares held. 

5—To November 1, 1951. 

5S—As of June 30, 1951. 
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Coincidence? 

There have been 13 completed 
bear markets in the last half cen- 
tury. Seven of them started in the 
autumn season; and 11 out of 13 
either started in or reached a vio- 
lent recognizable stage in this sea- 
son. November has been the fa- 
vorite month for bear-market 
starts, with 4 instances out of 13. 
September is next with 3 instances, 
followed by March with 2. Over 
the whole period to date, no bear- 
market start — which is to say 
bull-market peak—has been made 
in February, July, August, Oc- 
tober or December. Well, there 
can always be a first time, and the 
October high for the 1949-1951 
uptrend (in terms of most indexes 
but not “the Dow’) might con- 
ceivably prove to be one, although 
it remains to be seen. We are not 
overly impressed by the fact that 
autumn has been so frequently the 
time for bear markets to start or 
really get mean. It is something 
like the old non sequitur relating 
to the alleged size of policemen’s 
feet. Nevertheless, this past ten- 
dency, plus the scope and duration 
of the 1949-1951 rise, plus earn- 
ings-divided shrinkage under 
higher taxes, plus the ease with 
which stock prices faded under no 
very heavy volume of selling on 
the October 16-27 slide, must give 
one pause. 


Groups 


On the first sizable rebound 
from the market’s sharp October 














16-27 sell-off, stocks of crude oil 
producing companies, as a group, 
went above their previous best 
level to another new all-time high; 
while the rest of the oil group 
rallied to within about 3% of its 
previous all-time high. The mar- 
ket is sensitive to earnings news, 
bad or good—and oil earnings, due 
to the industry’s tax-sheltered po- 
sition, continue to show year-to- 
year gains. As long as that is so. 
oils probably are going to be well 
bought on moderate price reces- 
sions. The general reaction having 
been stemmed so far well above 
the June lows, relatively few 
stock groups have sagged to new 
1951 lows during the two weeks or 
so up to this writing. They in- 
clude beer brewers, carpet stocks, 
canned foods, flour millers and 
food chains. The last three of 
these had long been in a rather 
narrow range, requiring little 
movement to dip to new lows. 








Worthington Pump . 
Howe Sound ...... 
Rexall Drug ........... 


Stewart-Warner Corp. ......... 


Commercial Solvents ........................ 
Norfolk & Western Ry. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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Socony-Vacuum Oil |... 
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1951 1956 

Sept. 30 Quar. $1.41 $ .95 

. 9 mos. Sept. 30 4.11 3.76 
.. Sept. 30 Quar. 2.83 1.37 
. 9 mos. Sept. 30 35 19 
. 9 mos. Sept. 30 2.37 2.35 
9 mos. Sept. 30 3.74 2.61 

.. 9 mos. Sept. 30 1.69 1.07 
9 mos. Sept. 30 3.59 3.17 


Remington-Rand, Inc. 2.8... 
Reynolds Metals Co. .............0...oeccee 








Stocks 

A break of 3.74 points in the in- 
dustrial average on Saturday, Oc- 
tober 27, extended the total de- 
cline from its September 13 high 
to 17.84 points. Yet in that session, 
while a good many stocks sagged 
to new 1951 lows, a few reached 
new highs. Stocks which “buck 
the trend” have at least interest, 
if not merit in some cases. In this 
instance they were Central & 
South West (a utility), Middle 
States Utilities, Cerro de Pasco 
(immune to U. S. taxes), St. 
Joseph Light & Power, and Texas 
Pacific Land Trust. In subsequent 
sessions of rally, stocks reaching 
new highs for 1951 or longer in- 
cluded: Amerada Petroleum, Sun 
Oil, Standard Oil (New Jersey), 
Johns Manville, Kern County 
Land, U.S. Smelting, Andes Cop- 
per, Cleveland Electric, Wiscon- 
sin Electric, Commercial Credit, 
Howe Sound, and Potomac Elec- 
tric. 


















Sept. 30 Quar. 74 71 
9 mos. Sept. 30 8.31 4.60 
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Textiles 


Despite the high level of con- 
sumer income, the textile business 
remains in a slump. The reason, of 
course, is the extended period of 
over-production and over-stocking 
by wholesale and retail distribu- 
tors beginning last year and run- 
ning well into the second quarter 
of this year. A good many textile 
manufacturing concerns are heav- 
ily “in hock” to the banks. Prob- 
ably there is some trade revival 
ahead; but it may be at least sev- 
eral months distant and its pos- 
sible vigor is open to question. 
Meanwhile, some dividend cuts 
here and there would not be sur- 
prising. Even though the stocks 
are down considerably from their 
highs, it is doubtful that they 
have discounted the coming poor 
fourth-quarter earnings reports. 
This column would be inclined to 
switch out of most issues, espe- 
cially the more speculative, in the 
cotton-goods and woolen-goods di- 
visions; and to defer any new 
purchases of rayon stocks, since 


investment appraisal of the steel 
industry. Its operating costs are 
advancing, its prices frozen. Its 
best earnings for the entire period 
of the defense build-up have been 
put behind. And it faces a post- 
defense threat of considerable 
over-capacity. 


Cats and Dogs 


The 1949-1951 rise took the 
broad level of industrial stock 
prices (adjusted for splits and 
stock dividends) slightly above 
the 1929 high. On average, how- 
ever, the general run of specula- 
tive low-priced stocks, at best 
1951 prices to date, remained far 
under their 1928, 1929 and 1946 
highs; and only moderately above 
their 1937 high. In ratio to the 
industrial list—assuming the tops 
have been seen—they have topped 
out at a much lower level than in 
any past bull market of our time, 
including the 1937 top. Probably 
the reasons are much the same as 
those cited in the case of steels. To 
wit: it just has not been the kind 





heavy emphasis on stable income 
consumption-goods stocks in gen- 
eral, plus some tax-sheltered oils. 
He would not argue for sale of 
good-grade growth stocks, if your 
reserves in cash or equivalent are 
40% or more of total funds in- 
vested or available for investment, 
and thus in line with our previous 
advices. But holders of favored 
growth stocks should be under no 
illusion that they will stand up 
through any important market de- 
cline. They will not. They are sub- 
ject to rather broad cyclical de- 
clines, even if less than average. 
They have had exceptionally large 
advances in this cycle, even allow- 
ing for their recent sharp sell-off. 


Bonds 


What are you going to do with 
cash on which income return is 
needed? You can, of course, get a 
2% return on savings deposits; 
and larger funds will be suffi- 
ciently liquid, at a 2% yield, in 
short term Treasury 2s, maturing 
Dec. 15, 1954-1952. Moreover, new 





























Oc- there is a good chance that they of speculative market in which issues of high-grade corporate 
de. can be had at appreciably lower cats and dogs could “go to town”; bonds are now being issued at 
high levels. and the odds are not good that yields of 314% to 334% in many 
sion, they will do so later, after comple- cases, against well under 3% not 
reed Steels tion of what the bulls still hope is_ so long ago. They are subject to 
ched Brokers and others “tooted the ™erely an “intermediate correc- moderate interim fluctuation—far 
buck horn” for steel stocks on the June- tion” in an unfinished uptrend. If less than that of most common 
rest, October rise on the reasoning that that theory is wrong, cat-and-dog stocks —and_ foreseeable credit 
this they were moderately priced on stocks will in due time decline supply-demand factors, barring 
1 & probable reduced 1951 and 1952  argely from present prices; for, global war, point to higher bond 
‘ddle earnings; and on the theory that if the level is less extreme than it prices after the stimulus of the 
asco steels ought to get their typical has been around past bull-market arms program has passed its peak. 
St. [late bulge in a speculative blow- highs, it is nevertheless very far Regardless of official talk about 
wae off phase of the bull market, along from depressed. To put it em- more inflation in 1952, and of 
uent with other traditional late movers, phatically, this column sees no per- long-run inflationary possibilities. 
hing J such as rails, rail equipments and Centage in holding on to low-qual- good new-issue corporate bonds 
r in- “cat and dog” industrials gener- ity, highly speculative stocks; and have merit for the deflation-hedge 
Sun ally. The horn tooters have been that is so whether they are in the portion of security investments on 
sey), disappointed, their customers low-price class or above it in price a perspective of perhaps one to 
unty f more so. Steels made their last 4"8¢- ps he gh more, offer = _— 
ov- : : est yields in some years, and prob- 
a ee ae ae i = What To Bo ahi can be sold for at least <a 
edit, vance of the 1951 high in the in- If this general reasoning is cor- est profit under the very kind of 
Elec- ff dustrial average. If these prove to ect, what sort of stocks should conditions calculated to put com- 
be cyclical tops, it will be the first YOu hold? The writer would put (Please turn to page 201) 
—_ time that the steel group has = 
topped out a significant distance 
ahead of the market. It might be DECREASES SHOWN IN RECENT EARNINGS REPORTS 
argued that this implies that the 1951 1950 
Major top, to be made ona specu- Allegheny Ludium Steel ........................... Sept. 30 Quar. $1.36 $2.14 
= ae is ~ pews This pet Sept. 30 Quar. 78 1.00 
hon soutien Wake. dif. General Foods Corp. |............................6005. Sept. 30 Quar. 77 1.74 
ferent kind of a market—more of Thompson Products, Inc. .............. oe. 9 mos. Sept. 30 4.53 5.20 
a selective investment market Union Carbide & Carbon ........................ . Sept. 30 Quar. 81 1.34 
=n — _— (ed bene cg Pittsburgh Consolidated Coal ........... Sept. 30 Quar. 1.30 1.96 
we have pointed out before, the 
cycle could cant top “ih cater Westinghouse Air Brake ...................... Sept. 30 Quar. 59 76 
quietly, with no particular fire- Penn-Dixie Cement Corp. ............ .... Sept. 30 Quar. 1.33 2.13 
works in speculative late-movers Penna. Salt Mfg. Cos... :..............ccccccccceeeeee Sept. 30 Quar. -66 1.23 
—and it may have done so. There international Bus. Machines ..................... 9 mos. Sept. 30 6.92 8.09 


is surely no basis for an optimistic 
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The Federal Reserve Board added up its data on the na- 
tion’s production activity in September and came up with an- 
other small gain, but still below the level of last Spring. Its 
industrial production index 
averaged 219% of 1935-39 
output and is expected to 
stay near that level in Oc- 
M. W. S. INDEX tober. This compares with the 

year’s peak of 223% last 
200 oe \ April, and with 217% in 
August 1950. Rising produc- 
4 tion is noted mostly in arms 
industries and plants that 
contribute to defense. Con- 
sumer goods industries are 
not picking up much, partly 
because of restrictions on 
output as in autos and ap- 
pliances, and partly be- 
cause of dragging demand 
as in textiles. On the whole, 
the Board finds that lag in 
consumer goods production 
results from lower demand 
rather than any shortage of 
materials. That of course is 
already well known. But it 
also shows how arms out- 
put props up general busi- 
ness activity. 

Surveying general busi- 
ness trends in October, the 
National Association of 
Purchasing Agents reports 
that the slight improvement 
which developed in Septem- 
ber is being maintained. 
Where necessary, produc- 
tion is being adjusted to 
lower demand, but is still 
higher than warranted by 
the order position of many 
plants. The demand for holi- 
day goods has picked up 
somewhat, but not to the 
normal seasonal volume, and 
much of it can be filled from 
stocks. But defense produc- 
tion is growing. The Associ- 
ation’s concensus is, how- 
ever, that there must be more 
defense business, and a 
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wider spread of it, if hardships in some regions are to be 
avoided. 

In summary, the business news still indicates an approximate 
state of balance between inflationary and deflationary forces, 
with little to suggest that either will gain preponderance in 
the early future. What has come to be called the “lull” con- 
tinues to persist. Distributors and processors of consumers’ 
goods are trying to work off their inventories, and that means 
reduced commitments all along the line. Retail sales, while 
latterly somewhat improved, still holds to the pattern of the 
past six months during which, after allowing for seasonal 
variations, they have fluctuated narrowly around a level 
some 10% below the January-February figures. On the other 
hand, record expenditures for plant and equipment and 
growing arms outlays sustain employment and keep up the 
flow of purchasing power. Without defense business, the 
economy doubtless would be in a trough. 

The big question now is how the inflationary and defla- 
tionary forces now existing will balance out in the future, 
what's ahead for business in the first quarter of next year. 
As to the former, and barring unexpected and unforeseen de- 
velopments, there is good reason to believe that the present 
balance will be more or less maintained in the coming months, 
despite mounting defense spending. As to the prospective 
trend of business, much will depend on (1) holiday buying 
and how it will affect the movement of finished goods; (2) 
the actual first quarter allocations of controlled materials for 
civilian use, and therefore the production potential in af- 
fected lines; and (3) the rate at which defense orders can be 
brought into production in coming months. 

Just how production of consumer durables has been hit by 
the drop in demand is illustrated by the Federal Reserve 
Board’s newly constructed production index for this field. The 
combined index (1947-49 = 100) dropped from 160 in March 
(this year’s high) to 101 in August, latest available figure, 
and that’s a decline of about 37%. For household goods, the 
drop from the 1950 peak was 45%, for Radio and TV, it was 
70%. Major appliance production fell 44% from the peak 
recorded in July 1950, and automobile production was down 
38% from the peak it established in June last year. Future 
trends will bear watching, in view of the importance of this 
sector to the economy as a whole. 

Seasonal influences, but particularly also “beat-the-tax’ 
shopping, have been responsible for a moderate upturn in 
retail trade of late, but the improvement is still nothing to 
shout about. As far as beat-the-tax buying is concerned, it 
is largely business borrowed from future sales. Fortunately 
the volume is not regarded to have been big enough to sig: 
nify any marked setback later on, except perhaps in liquor 
sales. And the crescendo of Christmas buying is still to come. 
But retailers keep their fingers crossed regarding its tempo 05 
well as its bulk. 
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MONEY AND CREDIT—With the Government spending $5.5 
billion in October and higher expenditures ahead, the Treas- 
ury is expected to raise additional funds this month by offer- 
ing $1 billion of tax anticipation bills maturing June 15, 1952. 
This financing together with the $1% billion of similar bills 
sold in October should tide the Treasury over for some time. 
However, these bills will be used to pay taxes next year and 
will cut down revenues at that time. If spending continues to 
expand rapidly and redemptions of Savings Bonds are large, 
then additional funds may have to be raised next spring. The 
Treasury also faces some heavy maturities including the $1% 
billion of tax anticipation bills on March 15 and $9.5 billion 
of certificates on April 1, plus increasing amounts of Series E 
Savings Bonds. The first big test of the desirability of E bonds 
to investors will come in December of this year when 
$398,000,000 of them mature. The Federal Reserve had been 
pumping funds into the credit system early last month by 
buying government securities, in order to assure the success 
of the Treasury’s refunding and new money operations. Since 
then it has been intent on tightening credit and in the three 
weeks ending October 31, has sold over $500 million of Treas- 
ury obligations. During the same period, excess reserves of 
member banks were cut in half and totalled $565 million at 
the end of October. The nations’ money supply continues to 
rise and amounted to $177.9 billion on September 26, a $900 
million increase in four weeks time. This includes all bank 
deposits plus currency outside the banks and compares with 
a money supply of $171.6 billion a year earlier. The Septem- 
ber increase was made up of a $600 million rise in demand 
deposits, $200 million in time deposits and $100 million in 
currency. During the same period bank credit rose by $2.1 
billion as loans were $1 billion higher, banks increased their 
holdings of government securities by $900 million and mone- 
tary gold was $200 million higher. The second big marketing 
of tax-exempt public housing bonds of various local authorities 
found ready buyers and most of the longest term forty-year 
maturities were sold to yield 2.25%. The price has risen since 
the offering was made late last month and present yield is 
2.20%. Government bonds were slightly lower during the past 
two weeks with the bank eligible 2%s of September 1972-'67 
down % point to close at 99% on November 5. This compares 
with the year’s low of 98144 reached in June. 





TRADE—Retail sales were proceeding at a brisker pace in 
the latter part of October as temperatures dropped and store 
promotions increased. Some of the buying reflected anticipa- 
tion of the increased Federal excise taxes that went into effect 
on November 1. Apparel and food sales were in good volume 
and demand for furniture improved. Nation-wide department 
store sales for the week ending October 27 were 4% above 
the corresponding week of last year. At this time in 1950, 
scare-buying was no longer an important factor. 
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INDUSTRY-—Industrial production continued at a high level 
during October. For the week ending October 27, the MWS 
Index of Business Activity stood at 184.2 against 176.9 a year 
earlier. Improvement from the previous week occurred in the 
output of coal, electric power and steel while production of 
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crude oil and paperboard was lower. Freight car loadings 
declined seasonally in the latest week. 
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COMMODITIES—Spot commodity prices were mostly lower 
during the past two weeks and the Bureau of Labor Statistics 
daily index of 28 basic commodities closed at 327.1 on 
November 2 against 332.4 two weeks earlier. Although all 
components of the index declined, the largest drop was 
shown by prices of import commodities which fell almost 3%. 
Domestic farm products showed a nominal decline of only 
% of 1%. 


eee 


The nation’s OUTPUT OF GOODS AND SERVICES rose 
to an annual rate of $328 billion in the third quarter of this 
year, up $2.4 billion from the rate of the previous quarter 
and a new all-time high, according to estimates of the Council 
of Economic Advisers. Government spending was proceeding 
at a $66 billion annual clip in the latest quarter, or $6. billion 
above second quarter outlays, while consumer spending at 
$204 billion was up $2.3 billion from the previous quarter. 
Private domestic investment at $57 billion was down $6.5 


(Please turn to the following page) 
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Pre- 
whe co geag Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Oct. a2 2.6 1.3 1.55 (Continued from page 191) 
Cumulative from mid-1940_— Oct. 430.9 427.7 400.9 13.8 billion during the period. Main factor in 
FEDERAL GROSS DEBT—$b Oct. 31 258.3 2569 256.9 55.2 | this decline was the smaller rate of inven- 
ae a aE tory accumulation as compared to the 
scnlidtianal ones Oct. 24 52.3 51.3 499 26.1 | $14.4 billion ~ of se wa quarter. 
Currency in Circulati Oct. 31 28.4 28.3 27.2 10.7 
Sales of the GAS UTILITY INDUSTRY 
BANK DEBITS to ultimate consumers during August ag- 
New York City—$b Oct. 24 10.6 10.2 10.0 4.26 ted 3,255 milli th pg 
24 159 155 15.2 ap re ee ee ene bs 
93 Other Centers—$b ~ above the 2,803 million therms sold in the 
PERSONAL INCOMES—$b (cd2) Aug. 254 252 228 102 same month of 1950, the American Gas 
Salaries and Wages Aug. 167 167 147 66 Association reported. NATURAL GAS 
Proprietors’ Incomes. Aug. 50 49 46 23 sales of 3,053 million therms topped last 
Interest and Dividend Aug. 20 20 19 10 year’s results for the same month by 17.1% 
Transfer Payment Aug. 13 13 12 3 while sales of manufactured gas, dropped 
(INCOME FROM AGRICULTURE) Aug. 23 22 19 10 14.8% to a total of only 99 million therms. 
The continuous increase in utility sales of 
ope an = se anil Wr an ona ve gas brought the total for the ie he months 
‘ aK ' ; . , : : ; 
inoatteteest al e i a ae sie pond err August 31, 1951 to a new high of 
cece! eet. 16 16 23 3.8 ; million therms, a rise of 15% when 
Rosen ‘ales Sept. 61.6 62.6 61.2 51.8 compared with the previous corresponding 
Sis Dateien Sept. 7.5 77 7.8 8.9 | period. t i F 
Se ee Sept 54.1 54.9 53.4 43.8 q 
at Wesk Sept 58.5 57.8 58.5 43.2 BUSINESS FAILURES in September de- 
nibh tenia Sept. 38.1 A2.4 415 42.0 | clined 9% to 620, the lowest level since 
avidin Uiaiiteats Sept. 2.23 2.45 2.43 1.82 | February, according to compilations of 
Dun & Bradstreet. This brought total casu- 
EMPLOYEES, Non-Farm—m (Ib) Sept. 469 47 45.7 37-5 | alties for the first nine months of this year 
Government Sept 6.5 6.4 6.0 48 | to a level 12% below the 1950 cumulative 
Factory Sept 13.1 13.1 13.0 11.7 | figure. Firms that failed in September had 
Weekly Hours Sept. 40.5 40.4 41.0 40.4 | LIABILITIES of $26.6 million, the highest 
Hourly Wage (cents) Sept 161.2 159.8 = 147.9 77.3 | level for any September since 1935, and 
Weekly Wage ($) Sept. 65.29 64.56 60.64 21.33 | almost twice as large as a year ago. In 
comparison with ear ago there were 
PRICES—Wholesale (1b2) eae — ee penape conn failures in lanonie, alin: 
Retail (cdlb) Aug. ee ing and construction while fewer failures 
COST OF LIVING (Ib3) Sept. 186.6 185.5 1746 100.2 | were reported by commercial services and 
Food Sept 227.3 227.0 210.0 113.1 | retail trade. 
Clothing Sept 209.0 203.6 189.8 113.8 1 _ Y 
Rent Sept. 137.5 1368 131.8 107.8 EXPORTS from the United States during 
August rose to $1,263 million from the July 
byeihitt tp rn 12.1 118 127 47 | level of $1,190 million, according to the 
See Com Stee oe A 38 $7 50 11 | U.S. Bureau of the Census. The August 
Durable Goods re 82 81 73 36 | total included $115 million worth of goods 
spenders a ; . ; ; shipped under the Mutual Defense Assist- 
Dep't Store Sales (mrb)__ | Avg. 0.90 0.87 0.95 0.39 onaites hile in Jul ts for thi 
Retail Sales Credit, End Mo. (rb2)____ | Avg- 11.2 10.9 11.0 5.5 ee = ees 
— purpose amounted to $89 million. Impor- 
MANUFACTURERS’ tant increases in exports were shown for 
New Orders—$b (ed) Total Sept. 213 228 23.5 146 | coal and tobacco. IMPORTS during Aug- 
Durable Goods Sept 9.8 10.9 12.1 7.1 | ust increased slightly to $899 million from 
Stain Mieniiie: Mande Sept. 11.5 11.9 11.4 75 $893 million a month earlier. Increased 
Shipments—$b (cd)—Tetel Sept. 21.8 22.6 21.0 8.3 | imports of ethyl alcohol, refined copper, 
Debabile: Qieds Sept. 99 10.3 9.8 4.1 | and manganese ore occurred during Aug- 
aiid: Miata Sept. 9 12.3 11.2 4.2 | ust while imports of crude petroleum and 
diamonds were lower than in July of this 
BUSINESS INVENTORIES, End Mo.** year. 
Total—$b (cd). Aug. 70.6 70.8 54.0 28.6 ~ a * 
Manufacturers’ Aug. 41.3 40.7 29.7 16.4 NEW RUBBER CONSUMPTION in 
Wholesalers’ Aug. Nu5 8 9.4 4.1 | September increased 2.3% to 106,913 
Retailers’ Avg. 7.8 18.4 148 8.1 | long tons from the 104,524 long tons con- 
Dept. Store Stocks (mrb) Aug. 27 2.8 2.2 1.2 | sumed in August, the Rubber Manufac- 
BUSINESS ACTIVITY—1—pc Oct. 27 184.2 184.1 176.9 141.8 | turers Association reported. Consumption of 
(M. W. S.)—I—np | Oct. 27 214.9 2147 208.4 1465 | natural rubber at 37,362 long tons was up 
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How To Select By John Durand 
The New Market Leaders = 


/ HIS year... we offer you an investment book of 
— 
= in 1952 


outstanding usefulness designed to serve you in 
By JOHN CURANO able investment position in the period ahead. 








maintaining ... and continuing ...asound and profit 


Highly realistic—informative—and practical in application, it 
analyzes and evaluates—clearly and simply political-economis 
forces shaping up in the world today. emphas sizing their effect 
on our economy and industry how they will affect you 
as an investor. 


NOT FOR SALE 


VALUE $5.00 More particularly, it points out the most promising oppor- 


tunities for above average profit—the new market leaders 
under conditions likely to prevail in 1952. 

Alert to changing conditions and their investment implications, this book—with a one-year subscription to The 
Magazine of Wall Street—provides a combination investment service that can be worth thousands of dollars to you 
in investment security and peace of mind. 











PART I—World Forces to Determine Economic- The Importance of Substantial Dividend Coverage 
Political Trends in 1952. Under Adjustments ind Profit Uncertainties 
—The Shifting Balance of World Power ... Effect Britain's D PLANNING FOR PROFIT AND ING Os 
decline; Commonwealth Nations as Independent Entities Reconecil Your Tax Position with Your Income 
~—Russia’s Political-Economic Power vs. U.S. in Europe Objectis Stressing Advantage Capital Gains 
The Middle Fast... The Far East ... Realistic Appraisal to Supplement Regular Income Return; 
of Dang ee yt Our vas Vulnerability ... Financially How to Maintain a Sound and Flexible Investment 
. Economically ... Militarily: Position Strengthen Your Current Portfoli 
-Szre nails pine We ee ess in Western Coalition; When Dollar Averaging is Desirable Switching 
-Frupting Middle East... Far Reaching Economic-Political Where Issues Indicate Vanishing Ret irn Marking 
repercussions on the U. S.... The West as a Whole; Down Cost of Holdings as sing Profits for Rein 
—Evaluating “Point-Four” Program ... Vital Considerations vestment in Emerging Market Leaders; 
involved in Industrializing Densely Populated Low-Wage How to Se lect the Right Kind of Dynamix eee lties 
Areas ... What Can We Expect from This Investment? ; Applying Cale ed Percentage of Profits for Venture 
—World Under Continued Cold War . Uneasy Peace... ( ipital in Sasnlbide d Fortune Building Op) prtunilies 


Showdown with Russia in 1952? 


PART iV—The Stock Market Looking to 1952. 


PART Il—Realistic Appraisal of U. S. Financial- Discounting of Business Prospects for the First Half 
Economic Position as We Enter 1952. 1952 Election as a Developing Market Factor 
i ~The American Dollar ... At Home and Abroad ° 8 Budget rhe Effect of Ce ntinuing Abs rption of Blue ¢ hip on 
; Deficit Financing ... Gold Revaluation; Floating Supply . . . Thin Markets; : ; 
% —Politics in Defense Program ... Election Year Influences; Can Balancing Factor of Investment Trust Instituti 
i ~Joker in Defense Production Timetable . . . Shifts and Buying oo Minimize Large Scale Market Break? 
| Rechanneling of War Orders ...to Avoid Danger of Rapid -To What Extent Can Market .. . in Cyclical Phase 


Withstand Shock of Unexpected World Development 


Obsolescence ...In Light of Current Military Expe ces Beoiacs 
er : . oi tate Where Shift in Leadership will make for Dual Market: 


~The Requisites for Flexible Economic Adjustment to Meet 


‘ Progressive Impacts on Industry and Trade; Pr mcsong=x ee rit ial Situations . . = Eme naa ia te New 
~How Much Strain on Civilian Goods Under Cutbacks . . “pt ee ML / gaia for 1952. ew Market 
: Controls . . . Gov’t-Dominated Supplies of Commodities: eaders in the Making. 
ri) ~—Clarification of Inflation-Deflation Picture; ; 2 
~The Hurdle of Over-Capacity for Civilian Production . . PART V—Specific Security Selections. 
Continuing Inventory Glut . . . Consumer Buying Power 1. Top-Grade Investments to Net Return of 6% and More 
Under Impact of New Taxes; ... with Inherent Appreciation Potentials; 
E ~— . si s 2 Ss i > i > ¢ ; ° . . ° . 
: Prospects for Business Profits in Period Ahead. 2. Special Growth Companies for Capital Building Where 
Bs ° ° ° . Groundwork Has Been Laid to Exploit for Further 
a _ ? 2 . “ . x 
ART ill—Which Industries? Which Companies? Growth ... Tax Sheltered Growth Companies; 
(a)—Individual Industries Under Semi-Defense Economy. 3. Dynamic Low-Priced Stocks . . . Strategically Placed . 
; —Relative Position of Major and Secondary Companies Including Fortune-Building Type ... Where $100 Can Do 
x Looking to 1952... Where Dynamic ... Where Static the Work of $500. 
: Where Long: Term Growth Potentials Exist... ne ? : 
Reviteliaed Companies . . . Specialties; PLUS ... Individual Portfolios tee Soundly Balanced 
~Study of Profit Margins ... Balancing Benefits from from Above Selections: 
Modernization . .. New Processes ... New Plants . . . —For Personal Annual Income Return of . . . $4,000—$7,000— 
Against Increased Taxation . .. Higher Costs .. . $10,000. 


Potential Consumer Buying Power; —For Accumulated Funds of .-. 5,000—$10,000—$25,000. 
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his Christmas . . . give the gift that lasts forever and can never be taken away—the priceless gil 
of knowledge . . . more essential than ever as a basis for making plans in kaleidoscopic 1952. 


Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you cal 
give this year will provide greater service and be more highly appreciated than The Magazine of Wall Street. 


It will express your esteem—your interest in the welfare of the recipient . . . and 26 times throughout th 


And to Your Friends: - 
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* Knowledge — 


coming year, he will be reminded of your thoughtfulness. 
Those to whom you give The Magazine of Wall Street will 


turn to it with interest at first... then with eagerness . 


because they will find it profitable as an investment counselor 


. and because they will gain an understanding of domesti 
and international affairs which they never believed could b 
acquired 80 easily. 
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Your Business Friends and Associates 
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relations. 

Your Executives and Employees 
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place. 
judgment. 

Your Son and Daughter 
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Wk.or Wk.or Year Peorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
ae INDUSTRIAL PROD.—1—np (rb) Sept. 219 217 211 174 1.6% from August but 37.2% below the 
a Mining Sept. 1 166 163 133 results for September of last year, while 
a Durable Goods Mfr Sept. 273 268 251 220 synthetic rubber use of 69,551 long tons in 
Ga Non-Durable Goods Mfr Aug. 192 193 194 151 September was up 2.7% from a month 
CARLOADINGS—t—Total Oct. 27 864. 887 888 833 earlier and 47.3% better than consump- 
Mise. Freight Oct. 27 414 428—s«428—t—s«379 tion in September of last year. 
Mdse. L. C. L Oct. 27 75 76 88 156 * 7 * 
Grain —= = = . s Nation-wide ADVERTISING EXPENDI- 
ELEC. POWER Output (Kw.H.) m Oct. 27 7,234 7,149 6,563 3,267 TURES in September fell 2% below Aug- 
— ust, but were still 22% above the level of 
SOFT COAL, Prod. (st) m Oct. 27 ne 6M We 10.8 | September 1950, according to the compila- 
Cumulative from Jan. 1 Oct. - ese ais <8 tions of Printer’s Ink. Expenditures for ad- 
Stocks, End Mo Sept. 76.2 TSA 59.0 61.8 vertising appearing in magazines and on 
PETROLEUM—(bbis.) m television showed advances from a month 
De de Qutuat, Bally _ | Oct. 27 63 63 59 4.1 ago while radio advertising with an 11% 
Gasoline Stocks Oct. 1 1 105 86 drop, had the largest decline. Compared 
Fuel Oil Stocks Oct. 49 49 44 94 with a year ago television advertising 
Heating Oil Stocks Oct 102 101 84 55 showed a spectacular 212% gain, followed 
by magazine with a 12% increase. 
LUMBER, Prod.—(bd. ft.) m Oct. 27 637 640 630 632 p - * 
Stocks, End Mo. (bd. ft.) b Aug. 79 7.5 6.4 12.6 
Shipments of FABRICATED STRUCTU- 
STEEL INGOT PROD. (st) m Sept. 8.64 8.73 8.20 6.96 RAL STEEL in September amounted to 
Cumulative from Jan. 1 Sept. 78.3 69.7 ya 3 74.7 229,299 tons, a drop of 11% from the 
S gill | ENGINEERING CONSTRUCTION 240,072 tons shipped in August but 15% 
2, AWARDS—$m (en) Nev. 1 210 189 200 94 above deliveries of 198,719 tons in Sep- 
Cumulative from Jan. 1 Nov. 1 11,961 11,751 10,115 5,692 tember of 1950, the American Institute of 
UL Cate Steel Construction has reported. NEW 
eet. MISCELLANEOUS ORDERS received during September to- 
Sg ae ne Oct. 27 185 169 222 165 talled 188,013 tons which was below the 
ut the P ’ (st) : 
Cigarettes, Domestic Solee—b Sept. 31 37 31 17 212,256 tons booked in August and a sharp 
Do., Cigars—m Sept. 491 534 504 543 drop from new orders for 317,225 tons 
Do., Manufactured Tobacco (Ibs)m_ | Sept. 19 22 21 28 received in September of last year. 
b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted menthly totals at annual rate, befere tess. 











edib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engincering News-Record. I—S djusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. nent mills, publisheva, 
end in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensatien for population grewth. pc—Per cepite bau. 












































rbh—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; Nevembes, 
or week ended December 6. **—S lly adjusted 
THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of 1951 Indexes (Nov. 14, 1936, Cl.—100) High Low Oct.27 Nov. 3 
Issues (1925 Cl.—100) High Low Oct.27 Nov. 3 100 HIGH PRICED STOCKS 124.4 107.1 116.3 116.9 
334 COMBINED AVERAGE ........... 204.6 172.6 189.9 190.3 100 LOW PRICED STOCKS.......... 252.9 208.6 233.6 232.7 
4 Agriculaural Implements........ 318.0 246.5 288.4 288.4 5 Investment Trusts ................. 98.9 84.8 90.6 91.4 
10 Aircraft (‘27 Cl.—100)............ 339.1 252.8 302.1 302.1 3 Liquor ‘27 Cl.—100) 1250.1 10666 1135.5 1135.5 
7 Air Lines (‘34 Cl.—100).......... 764.7 634.0 647.1 660.1 TO PCN ION oo oa cecascnncocsecsacstas 215.9 177.7 200.7 198.1 
MP IURMINIINE <5 scesicscutsiscsesnsiesese 112.5 86.6 100.9 101.8 SMG Orlee hak. cinccecssse 152.0 125.3 130.6 129.3 
10 Automobile Accessories ........ 257.6 216.2 236.9 234.6 3 Meat Packing ............. 109.1 85.7 91.9 93.0 
itt RUTONONN OG «oo 5nnsasveccctececsdtesece 46.3 36.1 38.6 38.6 13 Metals, Miscellaneous ........ 314.8 233.0 290.0 287.6 
3 Baking (‘26 Cl.—100)............ 23.2 21.0 21.8 21.8 Me WRN Saree ede Faso tet 416.9 344.3 369.8 373.2 
3 Business Machines .................. 410.1 300.8 389.6 392.5 Ae OIRO MRR o55. conceis cs sacsttacseonace 447.3 355.0 418.9 429.6 
2 Bus Lines (‘26 Cl.—100).......... 183.1 150.6 154.0 155.7 30 Public Utilities ...................... 155.6 142.5 152.8 152.8 
GHOIIGUIE. oo. .cescccasssssecsssesossssns 427.8 326.0 372.3 375.6 9 Radio & TV (‘27 Cl.—100)...... 32.6 26.6 29.4 29.1 
3 Coal Mining 18.3 13.2 14.0 14.4 8 Railroad Equipment .............. 73.8 57.5 63.6 63.6 
4 Communications 72.5 58.3 63.9 63.2 ZL TL RR Ste ee ERE ee 45.4 34.2 38.1 38.5 
9 Construction ............ 73.0 60.2 69.5 69.5 SOC .505sc-50c003 41.0 34.3 37.4 38.2 
7 Containers ........... 490.6 376.5 472.4 472.4 3 Shipbuilding .... 184.4 139.1 169.3 169.3 
9 Copper & Brass ..............065 171.9 126.3 153.6 154.9 3 Soft Drinks 395.5 306.9 310.2 306.9 
2 Dairy Products: ......:....:...0.000. 84.0 75.9 80.8 82.4 PE Ste h Se OIG nic cassesedeccsccssccssese 169.5 134.1 153.3 151.8 
5 Department Stores ......... 84.5 66.0 68.2 67.4 3 Sugar 77.6 66.5 72.5 72.5 
6 Drugs & Toilet Articles 235.0 213.6 220.0 217.8 2 Sulphur 655.3 425.3 546.8 542.5 
2 Finance Companies ................ 310.5 243.0 295.8 300.7 5 Textiles 223.6 189.3 189.3 189.3 
POR CSEY ORONIGIE cicccrrrveacvecesessouseen 200.9 171.4 178.7 176.8 3 Tires & Rubber ..............0..0.... 75.3 51.2 67.0 65.5 
2 Food Stores 118.4 99.3 99.3 101.5 PLC Oe Ree Ree ate 86.7 75.3 82.6 81.0 
3 Furnishings 75.0 65.0 65.0 65.0 2 Variety Stores ................c:000 325.6 301.1 307.2 310.3 
4 Gold Mining 779.8 579.3 690.7 668.4 20 Unclassified (‘49 Cl.—100)...... 127.3 109.4 116.3 116.3 
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The revival of Korean peace talks has again tempered in- 
flationary thinking with the result that a two-sided market for 
commodity futures ruled during the past fortnight. Grains 
and cotton showed improvement during the period while 
sugar, cocoa, lard and other fats and oils sought lower levels. 

Wheat futures were mixed during the past two weeks with 
the near months up by 2 to 1% cents while the new crop 
July option lost 1 cent to close at 246% on November 5. Sup- 
port for wheat was engendered by the good export outlook 
as foreign countries will have to turn to this country for sup- 
, plies in view of crop reversals in Argentina and Australia. 
| Domestic wheat stocks totalled 1,276 million bushels on 
October 1 or 80 million bushels less than a year ago. Corn 
futures on November 5 were virtually unchanged from two 
weeks earlier. Corn disappearance in the July-September 


quarter of 524 million bushels was under the 562 million 
bushels in the corresponding quarter of last year despite the 
increase in the number of consuming animals. The present 
supply is equal to 14.9 bushels per grain-consuming animal 
which is below the 15.5 bushels per animal on hand a year 
ago but above the 10-year average of 13.7 bushels. Cotton 
prices have been quite strong and the nearby December option 
closed on 39.34 cents on November 5 against 37.01 cents on 
October 22. Bullishness was encouraged by Agriculture Sec- 
retary Brannan’s statement that carry-over next August may 
not exceed 3 million bushels. World sugar futures lost 20 to 
40 points in the past two weeks as the U. S. Department of 
Agriculture estimated next year’s world production would 
equal this year’s record breaking crop which was 26% above 
the pre-war average. 
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U.'S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
Date 2 Wks. 3 Mos. 1 Year Dec. 6 





Nov.2 Ago Aga Ago 1941 
28 Basic Commodities ; .... 327.1 332.4 326.8 336.1 156.9 
11 Imported Commodities .................. 334.0 341.4 345.1 363.2 157.3 
17 Domestic Commodities .................. 322.7 326.7 315.5 319.7 156.6 
RAW MATERIALS SPOT INDEX 
JULY AVG. SEPT. oct, 


200 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
ET 214.5 3047 1640 958 743 783 658 93.8 
IE oe sStodenteness 174.8 1342 1264 93.6 587 616 57.5 647 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 








Nov.2 Ago Ago Ago 1941 
7 Domestic Agriculture ... 358.2 359.3 354.2 351.2 163.9 
TZ FOOASHUNS: .....0....0-ccecesctsearsssssccvevense BOBO O20 GOGO S514 169:2 
MG RW NOTE «55000 3-05 ccnssencceesasacs 314.0 317.6 311.7 328.9 148.2 
COMMODITY FUTURES INDEX 
JULY AUG. SEPT. OCT. 
290 
DOW-JONES 





COMMODITIES INDEX 












































Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
High 215.4 202.8 184.4 111.7 889 67.9 577 864 
Low 176.4 140.8 123.0 986 58.2 489 47.3 5446 
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Westinghouse Electric International Company has 
announced the early shipment of a new high intensity 
lighting system to Lima, Peru, mid-way point in 
Panagra’s South American operations. The new ap- 
proach lighting system is needed because during the 
winter heavy clouds often seal in the Lima area and 
create serious visibility problems. The installation 
includes 29 stations, each utilizing as many as ten 
80,000 candlepower lights to guide planes onto a 
6,000 foot runway. The installation also includes a 
five-level brightness control system, airfield distri- 
bution equipment, and emergency power generating 
and switchgear equipment. 


Indications that the long-awaited and much-ru- 
mored passenger sedan of Willys-Overland Motors. 
Inc. might be on the market by the end of the year 
came from a statement of the President of the com- 
pany. He stated that the company had invested and 
committed an expenditure of $10 million for re- 
search, development and tooling for a car distin- 
guished by numerous applications of advanced aero- 
nautical engineering. Since the war’s end, Willys has 
made only jeeps, all-steel station wagons and light 
trucks. Public introduction will be made as soon as a 
sufficient number of cars can be produced to supply 
all dealers. 


Disclosing the great scope of its research and 
engineering in developing electronic picture tubes 
for color television, Radio Corporation of America 
has built at least five types of tri-color tubes, each 
one capable of operation on all known television sys- 
tems, as well as the field sequential method and 
standard black-and-white. The development of the 
tri-color picture tube is one of the outstanding 
scientific achievements to come out of the electronic 
industry since the end of the war. The selection by 
RCA on one particular tube does not mean that other 
tubes are not promising. Practical reasons made it 
desirable, at this time, to narrow the choice to one 
tube for pilot-plant production. By initially concen- 
trating the major part of the work on five tubes in- 
stead of one, it was felt that the company had a bet- 
ter chance of coming up with one which would be 
best suited to its needs. 


Optical and ophthalmic glass for the war effort is 
being produced by Pittsburgh Plate Glass Company 
at its Ford City, Pa. plant. Optical glass is a special 
type product utilized in the manufacture of lenses 
for telescopic and photographic equipment. Typical 
uses in the defense program for this glass is in 
binoculars, range finders, gun and bomb sights, 
periscopes and in general fire control instruments. 
A new facility for production of optical and ophthal- 
mic glasses for defense purposes had been granted a 
certificate of necessity by the Defense Production 
Administration covering a 5-year write-off on 50- 
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70% of the $3,525,870 cost, bulk of which is in cost 
of equipment. 


A revolutionary new method of industrial X-ray 
film showing has been announced by the General 
Electric Company. This is an iris-diaphragmed, high- 
intensity viewer that allows study of the widest 
range of x-ray film densities ever possible in the 
industrial field. Film densities of from 0.5 to 4.5 can 
be penetrated by the new illuminator. This enables 
the radiographer to diagnose an object of greatly 
varying thicknesses with only one exposure. And it 
also eliminates the need for re-takes on over-ex- 
posed films. To see through such films merely requires 
turning up the light intensity. 


Twin Coach Company has perfected a new 
integral design, high-speed, large capacity, bulk load 
delivery truck to be known as its Fageol Super 
Freighter “Manhattan Express” model. This is 
reputed to possess greater load-carrying capacity 
than any other truck of similar over-all length. The 
new truck is especially designed for use in congested 
areas, but also for long distance hauling. It is also 
capable of extra high sustained speeds on cross- 
country runs. 


United States Rubber Company has announced 
some interesting new products. One is a new chemi- 
cal which slows the growth of grass and may slash 
millions of dollars annually from the cost of mowing 
the roadsides and center islands of local, state and 
national highways. Another is a new chemical blow- 
ing agent for the manufacture of both rubber and 
plastic sponge products. Some of the end product 
applications in which the blowing agent is expected 
to be used are: shock pads, aircraft wing lining, rug 
underlay, finishing floats, mine cable floats, life rafts, 
life rings and cushioning material. A third develop- 
ment is the expansion of the company’s Koylon foam 
rubber production for the manufacture of foam mat- 
tresses and cushioning. 


Federated Department Stores, Ine.. one of the 
nation’s largest retailing groups has inaugurated a 
major program to build and operate new depart- 
ment stores in dynamic medium-sized and smaller 
cities with outstanding growth records and impor- 
tant defense and industrial activities. The new stores 
will be operated as a division of Federated, under the 
name “Fedway.” Ground for the construction of the 
first two new Fedways will be broken at Wichita 
Falls and Amarillo, Texas. These will be followed by 
additional Fedway units in five additional cities. 
Since Fedway stores will be located in widely scat- 
tered cities, where the expense of maintaining spe- 
cial staffs in each store would be prohibitive, the new 
units will be served by their own central buying and 
operating organization located in New York City. 
Support by the central organization and develop- 











ment of a Fedway merchandising pattern will sim- 
plify and facilitate rapid and efficient expansion of 
the group. 


The Boards of Directors of Mathieson Chemical 
Corporation and Mathieson Hydrocarbon Chemical 
Corp. have adopted a plan of merger. The merger 
of the two corporations will be a statutory merger, 
and it has been declared tax-free by the Treasury 
Dept. The terms of the merger include: (a) Share- 
holders of Mathieson Hydrocarbon shall receive two- 
thirds of a share of Mathieson Chemical for each 
share of Hydrocarbon. This exchange will require 
385,778 shares of Mathieson common stock; and (b) 
the preferred stock of Mathieson Chemical, outstand- 
ing in the amount of 23,777 shall be converted into 
four shares of common for each share of preferred. 
An important condition of the terms is that a total 
of 250,000 shares of new preferred will be author- 
ized and it is the intention of the corporation to sell 
a substantial portion of this stock with the proceeds 
to be added to the working capital and used for re- 
search and product development. 


Opening of San Francisco’s new North Point 
sewage disposal plant means that the project, costing 
$8.5 million out of a $20 million program, is of spe- 
cial interest to stockholders in Fairbanks, Morse & 
Co. The North Point plant covers eight acres and con- 
sists of eleven separate reinforced concrete struc- 
tures lying two thirds below the ground surface. 
Heart of the operation is a bank of five Fairbanks- 
Morse vertical sewage pumps. Each pump is driven 
by a two-speed synchronous motor of 175 horse- 
power. Fourteen 2200 gpm Fairbanks-Morse centri- 
fugal pumps are spotted through the plant on low- 
pressure water service. 


The world’s biggest fluid catalytic cracker, a giant 
60,000 barrel per day refining unit, has been offi- 
cially opened at the refinery of the Gulf Oil Corpora- 
tion at Port Arthur, Texas. The unit covers almost 
150,000 square feet of land and at its highest point 
approaches the height of a 22-story building. With 
the installation of the “cat” along with supplemental 
equipment, the over-all capacity of the plant will be 
increased from 245,000 to 275,000 barrels per day. 
The unit, which will have an output approximately 
20% greater than any similar installation currently 
in operation, will produce ingredients for aviation 
gasoline, materials for synthetic rubber production, 
high quality automotive gasolines, and home heating 
oils. Particularly important is the output of ingre- 
dients for synthetic rubber. 


Built and designed by the Pressed Steel Car Com- 
pany, Inc., a new and revolutionary refrigerator 
truck-trailer made of cellular plastic-laminated ply- 
wood has been introduced to the trucking and ship- 
ping industry. The new trailer is constructed of cel- 
lular laminates, a relatively new material made by 
laminating strong plywoods grain-against-grain with 
specially formulated super-strength plastics. This 
new use of plywoods saves war-scarce materials such 
as aluminum, stainless steel and carbon steel of 
which conventional trailers are generally built. The 
new trailer makes it possible for truckers and ship- 
pers to get flexibility of operation, enabling them 
to ship an unrefrigerated load in one direction and 
a refrigerated load of meat, dairy products, frozen 
foods or fruits and vegetables in the other direction 
without sacrificing costly space and weight that 
would cut down payloads. 


The Board of Directors of International Minera 
& Chemical Corporation has authorized a contract 
with shareholders of Hoover & Mason Phosphate (Co, 
providing for the acquisition of the latter. Under the 
transaction, International Minerals will acquire be. 
tween $750,000 and $800,000 in cash or current as. 
sets and about 2500 acres of phosphate mining 
property. This would add substantially to Interna. 
tional Mineral’s undeveloped phosphate reserves. 


At a special meeting, stockholders of Raytheon 
Manufacturing Company approved a key employee 
incentive plan. The new plan is generally similar to 
plans adopted by other leading corporations under 
the provisions of the Revenue Act of 1950. Aggre. 
gate number of shares reserved for purchase by key 
employees is limited to 175,000 and the maximum 
number of shares which may be purchased by any 
individual is limited to 20,000. Fifteen principal offi- 
cers and officials have been granted rights to pur. 
chase an aggregate of 94,000 shares at $9.50 a share 
and six others to rights to purchase 7000 shares at 
$8.50 per share. It is presently contemplated that no 
— — 25 or 30 employes will receive rights under 

e Plan. 


The Bakelite Company, a division of Union Car. 
bide and Carbon Corporation, has developed a num- 
ber of new products made of durable Vinylite plastic. 
Among them are aprons that look like satin, new 
washable playing cards, ladies’ billfolds, Yuletide 
decorations, inflated grandstand cushions for seats 
on floor or bench, new repair kits for items such as 
shower curtains, table cloths, etc., and illuminated 
signs for counter display. 


Robert R. Young, Chairman of the Board of the 
Chesapeake & Ohio Railway Company has announced 
that he plans a series of conferences aimed at re- 
newing his effort to gain control of the New York 
Central Railroad. Three years ago, a bid by Mr. 
Young for a position on Central’s Board, after C & 0 
had acquired 400,000 shares of N. Y. Central stock 
was rejected by the Interstate Commerce Commis- 
sion which required that the stock be placed in a 
voting trust. This meant that while financial bene 
fits from the stock were available to C & O, the com- 
pany could not vote the stock at N. Y. Central meet- 
ings. This situation has been of great importance to 
the investment world. 


Warren Petroleum Corporation has acquired the 
final 25% interest in Devonian Co. which is now a 
wholly-owned subsidiary. The final quarter-interest 
which had been held by Gulf Oil Corp. was acquired 
for about $5.3 million plus interest payable at 414%. 
At the same time, Warren purchased from Gulf a 
subordinated note of Devonian for $4,750,000 plus 
interest. The oil and gas payments to Gulf will be 
completed in approximately five years after which 
the 25% interest will revert to the Devonian Com- 


pany. 


Ground was recently broken at Valdosta, Georgia 
for the new 500-ton per day kraft pulp, board and 
paper mill of the National Container Corporation. 
This is expected to add 50% to the company’s annual 
production. The mill will be National Container’s 
sixth. The Certificate of Necessity under which the 
mill is being construced will permit accelerated 
amortization of the cost. A construction fund of $22.1 
million has been trusteed for the project. 


THE MAGAZINE OF WALL STREET 








eee 


The Pe 
will ar 
any lis 
and re 
subscr: 
subjec’ 
1, Giv 
2, Cor 
3. No 

add 
4, No 

env 


5, Spe 


(eee 


“T ha 
lication 
not of te 
sonal C 
preciate 
to rece? 
pects oj 


Cons 
Kessor 
fiscal y 
amoun 
with $§ 
year, 
crease 
833,735 
in taxe 
will alt 

The 
ent to § 
comm 
which i 
dend d 
on Jul 
divider 
cumula 
Octobe 
deemec 
equiva: 
the san 
dividen 
cumula 

Net 
the hig 
tory, 
B% a 
In 1950 

At Ji 





Were $1 
bilities 
het cui 
$80,493 
87,716, 


NOVEs 












tract 
2 Co, 
r the 
> be. 
L as- 
ning 
rna- 






heon 
oyee 
ir to 
nder 
gre- 
key 
num 
any 
offi- 
pur- 
hare 
2S at 
it no 
nder 





Car. 
1Um- 
istic. 
new 
atide 
seats 
nh as 
ated 


' the 
nced 
, Te 
(ork 


& 0 
tock 
mis- 
in a 
yene- 
-0m- 
1eet- 
-e to 


the 
yw a 
rest 
iired 
/yQ%. 
lf a 
plus 
ll be 
hich 
Yom- 


regia 

and 
tion. 
nual 


to 
a 
ca 


Answ 






nor, 
pol 
Ir 


hia a 





The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1, Give all necessary facts, but be brief. 

2, Confine yeur requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4, No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





McKesson & Robbins 


“I have been a subscriber to your pub- 
lication for a good many years but do 
not often take advantage of your per- 
sonal Consultation Service. Would ap- 
preciate receiving information in regard 
to recent earnings and dividend pros- 
pects of McKesson & Robbins.” 


S. M., Raleigh, N. C. 


Consolidated net income of Mc- 
Kesson & Robbins Inc., for the 
fiscal year ended June 30, 1951, 
amounted to $8,725,067 compared 
with $8,232,105 for the 1950 fiscal 
year, despite a Federal tax in- 
crease from $5,104,434 te $10,- 
833,732 in 1951. Recent increase 
in taxes made retroactive to April 
will alter the figures somewhat. 

The 1951 earnings are equival- 
ent to $4.36 per share on 1,844,469 
common shares outstanding, 
which includes the 10% stock divi- 
dend declared on May, 23 and paid 
om July 23, after provision for 
dividends of $175,000 on the $4.00 
cumulative preferred stock to 
October 15, 1950, when it was re- 
deemed. The 1950 earnings were 
equivalent to $4.14 per share on 
the same number of shares, after 
dividends of $600,000 on the $4.00 
cumulative preferred stock. 

Net sales for the period were 
the highest in the company’s his- 
ory, totalling $433,074,249 or 
18% above sales of $367,581,792 
In 1950. 

At June 30, 1951, current assets 
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Were $133,297,801 and current lia- 
bilities were $52,861,096 so that 
tet current assets amounted to 
$80,436,705, an increase of 
$7,716,999 over last year. 
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The company’s wholesale drug 
sales improved, due in large part 
to higher national disposable in- 
come and the expanding use of 
antibiotics and other new medi- 
cinal products, many of which 
were introduced during the year 
by the company’s suppliers. Profits 
also increased in this department, 
as did sales and profits of McKes- 
son Laboratories, the company’s 
manufacturing division. 

Sales of the liquor department 
rose sharply immediately after the 
Korean war started and have since 
levelled off. Both sales and profits 
for the year were substantially 
higher than for the previous year. 

Sales and profits of the chemical 
division were also improved. Plans 
are being developed for increasing 
the business of this division 
through broader and more efficient 
utilization of the company’s drug 
warehousing facilities. 


Dividends in 1950 totalled $2.41 
per share and 6214 cents is the cur- 
rent quarterly rate and this rate 
is expected to continue. 


Eversharp Inc. 
“Please report recent sales and earn- 
ings of Eversharp Inc.” 
D. I., Galveston, Texas 


Net sales of Eversharp, Inc., for 
the six months ended August 31, 
1951, were $8,604,045, as com- 
pared with $9,279,481 for the 
same period in the preceding year. 
Increased inventories by dealers 
during July and August of last 
year were largely responsible for 


the increase in shipments during 
the six months period. 

Net profit, after taxes, amounted 
to $833,763, compared with $1,- 
106,319 for the first six months of 
1950. Computed at the current tax 
rate and subject to audit and year- 


end adjustments, earnings are 
equivalent to 88 cents per share on 
908,789 shares of common stock 
outstanding after payment of reg- 
ular dividends on the preferred 
stock. For the same period last 
year, earnings equalled $1.14 per 
share on the 941,689 shares of 
common stock then outstanding 
after payment of dividends on the 
preferred stock. 

The dividend rate on the com- 
mon stock was maintained with 
declaration of a quarterly divi- 
dend of 35 cents per share on Sep- 
tember 20, payable November 1, 
1951 to stockholders of record 
October 16. 

As of August 31, 1951, Ever- 
sharp Inc., has purchased 32,900 
shares of its common stock in the 
open market. 


Avco Manufacturing Corporation 


“Please furnish information as to re- 
cent operations of Avco Manufacturing 
Corporation and also dividends.” 


S. P., Providence, R. I. 

Consolidated net income of Avco 
Manufacturing Corporation for 
the nine months ended August 31, 
1951, after all charges including 
Federal taxes, amounted to 
$7,660,372, as compared with 
$7,712,538 during the comparable 
period of 1950. 

Earnings during the first three 
quarters of the current fiscal year, 
after preferred stock dividend re- 
quirements, were equivalent to 84 
cents per common share, based on 
8,755,353 shares outstanding, as 
compared with $1.08 per share for 
the similar period last year, based 
on 6,751,700 shares then outstand- 
ing. Earnings for the current fiscal 
period include profits in the 
amount of $1,032,507 realized on 
the sale of investments during the 
third fiscal quarter, and reflect 
provision for Federal income taxes 
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at rates currently in effect. 

Net sales for the first three 
quarters of fiscal 1951 amounted 
to $210,947,060 compared with 
sales of $160,330,491 during the 
like period last year. 

Sales in most segments of 
Avco’s appliance business had de- 
clined during the late spring and 
summer months, reflecting an in- 
dustry-wide softening in the mar- 
ket for major household appli- 
ances. However, during recent 
weeks there has been an improve- 
ment. 

Aveco’s other civilian operations 
have continued at satisfactory 
levels throughout the nine months 
period. The major portion of the 
company’s substantial backlog of 
defense business is not expected to 
reach the volume production stage 
until the next fiscal year. 

Current quarterly dividend rate 
is 15 cents per share, 50 cents was 
paid in full year of 1950. 

Avco manufactures a wide va- 
riety of consumer goods and in- 
dustrial products, such as televi- 
sion receivers, radios, farm equip- 
ment, home appliances, aircraft 
and industrial engines, heating 
boilers, precision machine parts 
and castings. A subsidiary owns 
and operates radio station WLW 
in Cincinnati and WINS in New 
York and television in Cincinnati, 
Columbus and Dayton. Substan- 
tial investments are in New York 
Shipbuilding Corporation. 


Thatcher Glass 
Manufacturing Company 

“Please furnish recent earnings of 
Thatcher Glass Manufacturing under 
the recently enacted tax law and also 
please report on the products the com- 
pany specifically makes.” 

T. D., Amarillo, Texas 

Thatcher Glass Manufacturing 
Company Inc. registered a 35.8% 
increase in net income on a record 
high volume of business in the 
twelve months ended September 
30, 1951. Net earnings before Fed- 
eral income taxes were nearly 
double those of the year before. 
The results include only five of the 
twelve months operation of the 
new Laurensburg, Indiana plant 
at which full production was 
started in May 1951. 

Sales for the twelve months pe- 
riod was $23,038,482, an increase 
of 31.27% over the $17,550,463 
volume of business reported for 
the preceding twelve months. Net 
income after all charges and after 
Federal income taxes, computed 
according to provision of the re- 
cently enacted tax law, was $1,- 
248,848. This is equal after pre- 


ferred dividends to $2.39 per 
share on 408,308 shares of com- 
mon stock. It compares with $919,- 
305 or $1.58 per common share, 
earned in the twelve months ended 
September 30, 1950. 

Net earnings before Federal in- 
come taxes for the latest fiscal 
period were $2,726,648, compared 
with pre-tax earnings of $1,364,- 
005 in the year before. The provi- 
sion for Federal income taxes, 
computed on the basis of provision 
of the new tax law was equal to 
$3.62 per share on the common 
stock, against $1.09 per share a 
year ago. 

Although all major divisions 
have been contributing to the gain, 
the overall increase in sales and 
earnings resulted largely from the 
progress of the general and bever- 
age line glass container divisions 
on which the management has 
been placing particular emphasis 
in recent years. Of aid also has 
been the output of the company’s 
new plant at Laurensburg, In- 
diana at which full production was 
commenced last May. Operations 
continue at capacity, and the cur- 
rent outlook for the company and 
its recently acquired McKee Glass 
Company division is enhanced by 
sustained growth of the glass in- 
dustry. 


Thatcher Glass Manufacturing 
Company is the country’s largest 
producer of milk bottles and an 
important producer of glass con- 
tainers used in packaging foods. 
beverages (soft drinks, beer, 
whiskey, etc.) and other products. 
Milk bottles which formerly corn- 
prised the company’s entire pro- 
duction now account for only 
about one quarter of the total. 
McKee Glass Company derives 
about two thirds of its income 
from the sale of glass fronts for 
electric washing machines, bowls 
for food mixers and glass parts 
for various other industrial prod- 
ucts. Most of the remainder is ob- 
tained from the sale of “Glass- 
bake” ovenware, tableware and 
other household items. 

Dividends are currently being 
paid at a 25 cent quarterly rate. 


Hilton Hotels Corporation 
“I know the hotel business in normal 
times is highly competitive but have 
been wondering how Hilton Hotels Cor- 
poration has been faring recently. Will 
you please furnish pertinent data?” 


F. H., Arcadia, California 

Gross revenues of Hilton Hotels 
Corporation for the first six 
months of 1951 totalled $24,912,- 
143,.a substantial increase over 


the total of $22,165,976 in the 
same period last vear. 

Profit before Federal income 
and excess profits in the firs 
half of the year were $3,917,547 
against $3,559,697 in the corre. 
sponding months of 1950. The 
amount reserved for Federal ip. 
come and excess profit taxes rose 
from $1,248,399 for the first siy 
months of 1950 to $1,976,769 iy 
the six months ended June 30 last, 

Net profit for the first half of 
1951 amounted to $1,940,778 after 
providing for all charges. This 
compares with $2,111,318 in the 
same period of 1950. After provid. 
ing for dividends on the conver. 
tible preference stock, net earn. 
ings in the 1951 period were equal 
to $1.17 a share on the 1,592,077 
common shares outstanding com. 
pared with $1.33 a share on the 
1,515,629 shares outstanding June 
30, 1950. 

There also was a substantial 
equity for the corporation in earn. 
ings of its subsidiaries, amounting 
to $539,373 or 34 cents per share 
of common stock during the first 
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six months of 1951. Of this total, Et 
$277,000 was attributable to the fi 


Waldorf Astoria Corporation and f: 


$262,373 to the Mayflower Hote 


Corporation. For the first half of Fc 


1950 the parent company’s equity fi 


in earnings of unconsolidated sub- 


sidiaries was $670,175 or 44 cents jj 


a common share, with $384,314 of 


the total coming from the Waldort fs 
Astoria and $285,861 from theBness 


Mayflower. 


Gross revenue for the threefir 


months period ended June 30, 1951 


was $12,884,974 compared withf: 
$10,797,366 in the second quarterfs 


of 1950. Net profit for this quar-firi 


terly period, after all charges, was 


$952,946 compared with $968,100§S 


in the corresponding three months 
of 1950. These earnings repre 
sented 57 cents a share of common 


stock on the 1,592,077 shares out-B§ 


standing June 30, 1951 compare(fpai 
with 61 cents a share on the 1,515, fii 
629 shares outstanding June 3b, Da 


1950. 


Quarterly dividends of 30 cents 
per share are currently being paid, 
against $1.15 paid in the full year 
of 1950. 


Reeves Brothers Inc. 


“The textile industry has suffered hay 


some sharp contractions during the past 
year and I was wondering how Reeve 


Brothers operations have compared with 


the previous year.” 


E. T., Ashland, Kentucki Bi; 
Reeves Brothers Inc., leading fy; 


textile manufacturer and subsidi-§ 
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as follows: 





Approz. 
Amount 
mated Per 

Millions Share 


Esti- 





Estimated working capi- 

tal, including holdings 
to be sold $ 20 
Ebasco Services 15 

American & Foreign Pow- 
er at est. $12 per share 45 
$ 80 

United Gas Corp. at 24 
(recent market ) 76 


$ 3.80 
2.87 


8.60 
$15.27 
14.45 


$156 


At the recent market price 
around 24, EBS is selling at nearly 
20% discount from the above esti- 
mated market value of its hold- 
ings. However, if it is compelled 
to divest itself of United Gas 
Corp., and should this stock be dis- 
tributed to its own stockholders, 
it might then be expected to sell 
around 914 (24 minus ‘$14.45), 
which would then make the dis- 
count about 38% from the remain- 


ity fing estimated value of $15.27. 


The above estimated values as- 
SBsigned to EBS’ holdings are based 
in the following factors. Ebasco 
Services, which has been in busi- 
ness since 1905, is one of the larg- 
et engineering and consulting 
irms in the United States. It ren- 
ders engineering, construction, 
aid a wide range of consulting 
services to public utility, indus- 
-Eirial, financial and other business 
enterprises throughout the United 
States and in 22 foreign countries. 
In 1950, Ebasco had an income of 
$1,924,000 and paid dividends of 
$1 million to Electric Bond & 
‘Share. A dividend of $750,000 was 
jaid in June, 1951, apparently in- 
‘Blicating a 50% increase in annual 
payments. The valuation of $15 
million represents a multiple of 
its about 7.8 times 1950 earnings, and 

‘# current yield of 10%. 

The stock which is perhaps 
most comparable, Stone & Web- 
ter, last year had consolidated 
‘hare earnings of $2.87 out of 
Which $2 dividends were paid. At 
’4, the stock sells at about 8 times 
‘arnings and yields 8.4%. How- 
ver, Stone & Webster has a secur- 
tes portfolio including companies 
ith substantial natural gas hold- 


id: Bugs, and it is estimated that un- 


ealized profits in this portfolio 
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approximate $16 million or nearly 
$8 a share. Without this advantage 
the stock might sell on a somewhat 
higher yield basis, and at a lower 
multiple of earnings. 

Ebasco has a good backlog of 
supervised construction projects, 
estimated currently at over $380 
million. In 1950, profits from 
“general services” were $13.9 mil- 
lion while “non-profit services” 
(to utilities affiliated with EBS) 
were $3.7 million. As EBS con- 
tinues to give up its interest in 
former affiliated companies, there 
may be a further conversion of 
non-profit services to profitable 
services—particularly if United 
Gas is disposed of. The greater 
proportion of profitable services 
would thus be a supporting factor 
in Ebasco earnings. Another angle 
is that Ebasco management may 
prove useful to EBS in the future 
in selecting suitable investments 
for the $20 million “working 
fund’, which EBS proposes to 
employ so far as practicable in 
“special situations”. 

While the $15 million valuation 
for Ebasco Services may seem 
conservative, it must be kept in 
mind that in the past two years, 
the utility companies have had a 
huge construction and financing 
program, and there has also been 
a tremendous amount of other 
construction work including the 
defense program. (The company 
has about equal numbers of utility 
and other customers.) The utility 
program may be substantially 
completed by 1954, according to 
present plans, and other construc- 
tion work will be subject to Fed- 
eral defense plans as well as the 
fluctuations of the business cycle. 
Part of the present earning-power 
and dividends of Ebasco Services 
may therefore prove to be more or 
less temporary over the next two 
or three years, and this must be 
“discounted” in estimating the 
value. 

The valuation of $12 per share 
for the new common stock of 
American & Foreign Power com- 
pares with some Street estimates 
of $14 or more. At $12 the stock 
would be selling at around 5 times 
estimated earnings, and if the esti- 
mated $1 dividend is paid, the 
yield would be 8.4%. Here again 
it is difficult to find comparable 
stocks. Brazilian Traction, Light 
& Power, a conservatively capital- 
ized Canadian holding company 
with large electric interests in 
Brazil, is currently selling around 
2414 to yield 8.2%. Last year the 
stock earned $4.59, making the 


price-earnings ratio 5.3%. The 
capitalization appears more con- 
servative than the proposed new 
set-up of Foreign Power, and com- 
mon dividends have been paid in 
31 of the past 40 years. 

On the other hand, American & 
Foreign Power has a speculative 
“kicker” in its huge Argentine 
properties from which it now re- 
ceives little or no income, since 
the principal properties have been 
taken over by the Peron regime. 
Should any future agreement be 
reached with General Peron or 
his possible successor, settlement 
of the claim for these properties 
might be fairly substantial since 
they are carried on the books at 
about $117 million. However, 
American & Foreign Power’s new 
common stock must be considered 
speculative so long as Latin Amer- 
ican currencies continue to fluctu- 
ate as they have in the past in 
terms of U. S. dollars, and par- 
ticularly as long as the New York 
office may have recurring diffi- 
culties in bringing sufficient cash 
earnings to New York to maintain 
dividend payments. 


Future Dividend Potentials 


It appears likely that with its 
simplified set-up and _ eventual 
freedom from holding company 
regulation, Electric Bond and 
Share in future could pay out vir- 
tually all of its estimated net in- 
come of $1-$1.50 (see table) as 
“tax-free” dividends. While the 
substantial book losses now on its 
balance sheet (as reported to the 
Treasury Department) are prin- 
cipally on the present holdings of 
five or six kinds of Foreign Power 
securities, these losses will auto- 
matically be transferred to its 
holding of the new common stock. 
Under present Treasury regula- 
tions, EBS could realize losses in 
any future year (sufficient to off- 
set dividend income, in its tax re- 
turn) merely by selling part of its 
Foreign Power stock, and repur- 
chasing a month later if it desired 
to maintain the investment intact. 
It is estimated that this procedure 
could perhaps be carried on for 
some 25 or 30 years, during which 
period any dividends paid by EBS 
could be considered as a “return of 
capital” rather than income by 
EBS stockholders. 

Of course this would mean that 
each stockholder should mark 
down the cost price of EBS on his 
tax books annually by the amount 
of the dividend, and whenever he 


(Please turn to page 200) 
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sold the stock in future he would 
have to pay a 26% capital gains 
tax on the difference between this 
marked-down cost and the sales 
price. Thus the term “tax-free” is 
not very accurate. Nevertheless, 
considering present high tax 
brackets for wealthy stockholders, 
a future cash dividend of $1-1.50 
subject only to eventual capital 
gains taxes might prove very at- 
tractive to such investors. 
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A parallel situation is that of 
United Corp., whose stock is cur- 
rently selling at 434, while the 20¢ 
dividend (representing a payout 
of almost the entire net earnings) 
affords a yield of only 4.2%. 
United Corp. could also pay tax- 
free dividends for about thirty 
years, it is estimated, the same as 
EBS, if sales and repurchases 
were properly spread over the 
whole period, if tax regulations 
remain unchanged, and if the 
market values of its holdings re- 
main about as at present. 

Assuming that the holding com- 
pany position of EBS is clarified 
over the next year or so, as that 
of United Corp. has now virtually 
been clarified, a similar 4.2% 
yield basis could _ theoretically 
mean a future market value for 
EBS of 36. The possible distribu- 
tion of United Gas would change 
the picture slightly. The value of 
a $1 dividend capitalized at a 
4.2% yield is $24, to which would 
be added the value of United Gas 
if distributed, making a total of 
$38.45. But such estimates are 
doubtless too high because Unit- 
ed’s dividend income is from high- 
grade U.S. utility holdings (with 
a future admixture of special in- 
vestments) while a big proportion 
of EBS’ estimated future income 
will be from the speculative For- 
eign Power stock. Hence it seems 
unlikely that EBS will sell on a 
similar yield basis as United. 
Nevertheless the parallel tax posi- 
tion of the two companies is of 
special interest at this time. 

As we go to Press, there comes 
the announcement that the SEC 
has approved a _ reorganization 
plan for American & Foreign 
Power Co., Inc., which is intended 
to give public stockholders a bet- 
ter break. Hearings on the plan 
will begin December 19 in the U.S. 
District Court in Portland, Me. 





What Prospects of New 
Currency Readjustments 
Abroad? 
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and armament, and (3) heavy 
public and private outlays. To 
keep inflation in check, Australia 
needs to expand her primary in- 
dustries and to re-equip her sec- 
ondary industries. Much depends 
upon her ability to cash for capi- 
tal goods her sterling balances in 
London, now about five times as 


large as after the Second World 
War. Otherwise, she may need a 
dollar loan to purchase the neces. 
sary capital goods. There has been 
no serious pressure on the Aus. 
tralian pound from the balance of 
payments as yet. 

To summarize, the pressure on 
individual European currencies 
does not stem from their being 
overvalued as in September 1949, 
but from the re-appearance of an 
import gap induced by internal 
inflation due largely to the rearm. 
ament burden. What happens to 
these currencies depends upon: 
(1) The measures which indi- 
vidual countries will take to hold 
this inflation in check. The pros. 
pects in this respect are none too 
encouraging. (2) The extent of 
American help. 

As the individual currencies 
grow weaker, there is bound to 
be increased pressure on Wash- 
ington to increase armament aid, 
either by supplying steel, metals, 
chemicals, etc., or by placing 
American armament orders. (3) 
Finally, European countries, 
pressed by politicians at home, 
are almost certain to urge a let- 
up, a staggering or rearmament 
over a longer period so as to miti- 
gate its inflationary effect. That, 
however, is another story. 





Upsurge in Business Machine 
Industry 





(Continued from page 180) 


operating methods pushed net in- 
come to $1.8 million from the pre- 
vious year’s $1.6 million or to 
$5.60 per share from $5.04. Since 
the company holds substantial 
order backlogs, both civilian and 
from the Government, it is ex- 
pected that volume close to pres- 
ent levels may be maintained 
through the next fiscal year al- 
though profit margins are ex- 
pected to narrow on higher cor- 
porate taxes and steeper raw ma- 
terial costs. 

Underwood Corporation, by 
adding to new products in its 
standard office equipment line, 
pushed net earnings for the nine 
months ended September 30 t 
$3.4 million or $4.72 per share 
from $2 million or $2.75 per share 
in the similar 1950 period. An it- 
creasing volume of foreign busi- 
ness plus defense contracts al 
ready received, should maintail 
volume close to current levels dur 
ing the year. 
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Among the more specialized 
companies is National Cash Reg- 
ister, largest manufacturer of 
cash registers, whose sales are 
pasically determined by retail 
trade volumes. Domestic business 
is divided between original sales 
and replacement. Although no ma- 
jor growth is forecast for the 
company, a $5 million expansion 
program is underway and profit 
margins should be maintained 
through the current year despite 
higher costs. The company paid 
no excess profits tax in 1950 and 
thus is in a more favorable tax 
position than others in this group. 

Sales in the nine months ended 
September 30 rose to $147.1 mil- 
lion from $118.5 million in the 
similar 1950 period. Net income 
climbed to $9.1 million or $4.64 
per share from $7.6 million or 
$3.90 per share in the first nine 
months of last year. A 40 cent 
extra dividend has been declared. 
Because of heavy selling costs, ex- 
penses are less flexible and since 
repossessions vary inversely with 
business conditions, earnings for 
the company tend to fluctuate 
more widely than its sales and 
are more vulnerable to business 
conditions than for a majority of 
other business equipment manu- 
facturers. 
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mon stocks down to much more at- 
tractive long-term buying levels 
than now obtain. Perhaps this is 
looking quite a distance ahead, 
both for higher bond prices and 
importantly lower stock prices. 
But conservative investors ought 
to try to look quite a distance 
ahead. It is as certain as death 
and taxes that the armament prop 
to the economy is not permanent. 


General Motors 


Selling at 50 at this writing, 
with the huge total of 87,588,190 
common shares outstanding, Gen- 
eral Motors has for many months 
been performing like a stable-in- 
come stock—like a Woolworth or 
General Foods, which it distinctly 
is not. It got no higher than 543/ 
In 1950 on earnings of a record 
$9.38 a share and $6 in dividends; 
and has ranged merely between 54 
and 46 so far in 1951 on estimated 
earnings of around $5 a share, or 
alittle more, and a probable $4 in 
dividends. Investors have ap- 
Praised the stock in a generally 
NOVEMBER 


17, 1951 


Here is a brand new steel for 
use in a secret electronic device. 
It was developed by Armco at the 
request of the U. S. Navy. 


This steel, wound on the four 





little spools you see, is only one- 
tenth the thickness of a human 
| hair. Because of its super-thinness, 
these miniature steel coils were 
shipped in an aspirin box instead 
of in a boxear. 

Manufacturers of home and in- 
dustrial products are familiar with 
many other Armco Special-Pur- 
pose Steels. Their qualities range 
from fighting rust to holding 








Steel shipment for a secret weapon 


porcelain enamel in a lifetime 
bond. And Armco research tech- 
nicians are developing new metals 
right along. For example, new- 
comers to Armco’s large family of 
stainless steels are two special 
types for products requiring high 
strengths and hardnesses. 
Although Armco Special-Pur- 
pose Steels are in short supply now 
because of defense needs, it will 
pay you to keep them in mind. 
The familiar Armco trademark, 
nationally advertised for 37 years, 
has quickened sales of millions of 


steel products. 


ARMCO STEEL CORPORATION LRM , 


Middletown, Ohio, with Plants and Sales Offices from Coast to Coast 
The Armco International Corporation, World-Wide 





sensible way. They recognize 1950 
earnings and dividends as abnor- 
mally good, refusing to get excited 
about them; and they have not 
been inclined to do much selling 
on the basis of lower 1951 earn- 
ings and dividends. The company 
has “all the money in the world” 
—more than $842 million in cash 
or equivalent as of last June 30. 
The management feels more of a 
responsibility to maintain the 
highest dividends reasonably pos- 
sible, and to allow something for 
the depreciation of the dollar in 
doing so, than do most. Average 
future dividends probably will be 


substantially higher than in the 
past, and probably will be geared 
less closely to earnings fluctua- 
tions than they were in the past. 
This writer would guess a long- 
term average of $3 to $4; but 
what the minimum might be un- 
der poor auto demand is hard to 
say. There is a lot to be said for 
the company and the stock—but 
not for buying it at 50, which is 
only 434, points under its all-time 
high. Not mentioning the real de- 
pression periods, it sold as low as 
3414 in 1950. Its average price of 
the last 5 years was 4014; of the 
period since 1941, 3414. 











Realistic Analysis of Tax 
Impacts on Third Quarter 
Earnings 





(Continued from page 169) 


pany is profiting from its capacity 
production and the fact that it has 
had no problem in connection with 
securing raw materials for its 
plants. This has permitted steady 
uninterrupted operations. 
| Earnings for the first nine 
| months of the year amounted to 
$6.10 a share, compared with $5.07 
in the same period of last year. On 
the basis of its earnings thus far, 
and in consideration of continued 
| capacity operations, it is likely 
that fourth quarter earnings will 
be close to those of the third. This 
would bring total earnings for the 
year up to about $8.20 a share 
compared with $7.22 in 1950. 

In common with the other large 
petroleum companies, Standard 
Oil Company of California was 
able to largely counteract the 
effect of higher taxes. Its third 
quarter report showed profits of 
$1.59 a share, a nominal drop 
from the $1.62 a share earned in 
the same period of 1950. For the 





first nine months, net income 
amounted to $4.55 a share against 
$3.73 in the same period last year. 
Holding up the rate of earnings 
were the peak level operations 
during the entire year thus far. 

Taxes during the third quarter 
were only moderately above those 
of the same quarter last year, 
despite the increased tax rate and 
the larger operating profits. They 
amounted in the former period to 
$26.9 million against $24.1 mil- 
lion. For the full nine months, 
taxes were $74.3 million against 
$43.7 last year. Despite these 
higher tax payments, the company 
was able to show an appreciable 
gain in net income, as a large 
part of the additional operating 
profits arising from increased 
sales were exempt from taxes, due 
to the favorable depletion clause 
in tax regulations governing the 
oil industry. Earnings for the full 
year are estimated at about $6.10 
a share against $5.26 last year. 


Commercial Solvents 


Earnings of Commercial Sol- 
vents Corporation were 51 cents a 
share in the third quarter, with 
taxes amounting to 31 cents a 
share. For the same period of 














New Issue 


in the Prospectus. 


Glore, Forgan & Co. 
Harriman Ripley & Co. A. G. Becker & Co. 


Incorporated Incorporated 


(Incorporated) 


White, Weld & Co. 








This adoertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


1,716,500 Shares 


Commonwealth Edison Company 


$1.32 Convertible Preferred Stock 


(Cumulative—Par Value $25 Per Share) | 


Holders of the Company’s outstanding Common Stock are being offered 
the right to subscribe at $31 per share for the above shares at the rate of 
one share of Convertible Preferred Stock for each eight shares of Common 
Stock held of record on October 30, 1951. Subscription Warrants will expire 
at 2 P.M., Chicago Time, (3 P.M., New York Time), on November 14, 1951. 

The several Underwriters have agreed, subject to certain conditions, to 
purchase any unsubscribed shares and, both during and following the sub- 
scription period, may offer shares of Convertible Preferred Stock as set forth 


Copies of the Prospectus may be obtained from any of the several 
underwriters, including the undersigned, only in States in which 
such underwriters are qualified to act as dealers in securities 
and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. Central Republic Company 
Goldman, Sachs & Co. _ Harris, Hall & Company 


Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co. Union Securities Corporation 


October 31, 1951 








The First Boston Corporation 


(Incorporated) 


Kidder, Peabody & Co. Lehman Brothers 








Incorporated 


A. C. Allyn and Company 
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1950, earnings were 57 cents 4 
share, with taxes at 44 cents, 
share. The drop in earnings wa; 
partly due to a decline in sale 
from $14.2 million in the second 
quarter to $12.7 million in the 
third. In this latter period, there 
accrued also increased expense 
due to change-over of plants and 
preparations for further expan. 
sion in various chemical products, 

The company states that pro. 
vision for income taxes during the 
first and second quarter wer 
based on the tax rates in effec 
during that period. This mean; 
apparently that provision has not 
yet been made for payment of the 
retroactive tax. This will probably 
come out of final quarter earnings, 

Earnings for the nine months 
were $1.68 a share, compared with 
$1.07 a share in the same period 
of 1950. Based on returns thus far 
this year and assuming a charge. 
off during the fourth quarter for 
retroactive taxes, it seems prob. 
able that Commercial Solvents 
will earn in the neighborhood o 
25 to 30 cents a share in that 
period, which would bring the ful) 
year’s earnings to slightly below 
$2 a share compared with $1.% 
in 1950. 





Squeeze on Industry 
—If Labor Gets 
Seventh Round? 





(Continued from page 171) 


endangered, if a new inflation 
tide were to be released via an- 
other round of wage increases. 
Thus the challenge to labor to co- 
operate by making wage stabiliza- 
tion effective is crucial indeed. 
Labor has the opportunity to 
demonstrate that in a defense 
emergency it can put the nation’s 
interests above immediate gains. 
For labor itself has much to lose 
from another round of inflation 
that will further lower the dollar's 
purchasing power. 

Not only labor and the public at 
large, but Government itself has 
a tremendous stake in stabiliza- 
tion. Renewal of inflation will 
tend to increase the costs of re 
armament, creating new and seri- 
ous fiscal problems ever more 
difficult to solve, what with taxes 
close to the point of diminishing 
return. 

Needless to say, the new round 
of wage demands will put our 
stabilization policies to a severe 
test. Coming in an election yeal 
and at a critical stage of the de 
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fense program, it is bound to 
create a serious conflict and raises 
the question whether the Ad- 
ministration will be able and will- 
ing to hold the price line, whether 
labor will forego immediate gains 
for lasting stability, whether busi- 
ness is in for another squeeze, 
something that might prove poli- 
tically tempting were it not for 
the Government’s dependence on 
tax revenues from corporate 
sources. To. take the “hard” 
course Will require political cour- 
age and a desire by all concerned 
to cooperate even at the cost of 
some sacrifice. 


The Steel Talks 


Right now the big worry is 
steel. The steelworkers union can- 
not strike, legally, before January 
land the hope is that difficulties 
can be avoided by a wage agree- 
ment that won’t tear stabilization 
hopes apart. The odds, however, 
favor the union, with the possi- 
bility of another retreat on wage 
control. A “productivity formula” 
is likely to be added to the official 
wage rules, allowing increases on 
top of anything accruing under 
the previously adopted cost-of- 
living formula or the still earlier 
“catch-up” rule. 

Steel workers used up their 
10% catch-up allowance last year 
when they got a 16-cent raise. 
They still can have a raise of 
about 5 cents an hour under the 
Wage Board’s 1951 cost-of-living 
formula but under the productiv- 
ity plea, their demands go far 
beyond that. Whether they can 
sell them to their employers, with- 
out compensating price increases, 
is another matter and a dubious 
one. If price increases result, an- 
ither wage-price spiral will al- 
most certainly be touched off. 





The Outlook for 
Corporate Profits 
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applies more specifically to the 
consumers’ industries than those 
manufacturing capital goods. 

In the consumers’ goods indus- 
tries, we have for months been 
witnessing considerable contrac- 
tion owing to spending apathy by 
the public. This attitude may be- 
tOme even more apparent in the 
‘ming months due to the con- 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 
Shares. The offer is made only by the Prospectus. 


248,805 Shares 


Air Reduction Company, Incorporated 
4.50% Cumulative Preferred Stock, 1951 Series 


(Par Value $100 Per Share) 
Convertible prior to December 1, 1961 


Rights, evidenced by subscription warrants, to subscribe for these shares 

have been issued by the Company to its Common Stockholders, which 

rights will expire at 3:00 o’clock P.M. Eastern Standard Time on November 
19, 1951, as more fully set forth in the Prospectus. 


Subscription Price $100 a Share 


During and after the expiration of the subscription period, the several 
underwriters may offer shares of Cumulative Preferred Stock, 1951 Series, 
at prices which will not be below the Subscription Price set forth above, 
leas, in the case of sales to dealers, the concession allowed to dealers, and 
not more than either the last sale or the current offering price of the Cu- 
mulative Preferred Stock, 1951 Series, on the New York Stock Exchange, 
whichever is greater, plus accrued dividends, if any, and an amount 
equal to the Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these Shares in compliance with the 
securities laws of the respective States. 


MORGAN STANLEY & CO. HARRIMAN RIPLEY & CO. 
Incorporated 
UNION SECURITIES CORPORATION THE FIRST BOSTON CORPORATION 
BLYTH & CO., INC. DOMINICK & DOMINICK GLORE, FORGAN & CoO. 


GOLDMAN, SACHS & CO. LAZARD FRERES & CO. SMITH, BARNEY & CO, 


November 5, 1951. 





























traction in buying power caused are only now becoming more fully 
by the increase in individual in- appreciated. Nevertheless, one 
come taxes and the rise in excise should not exaggerate the possi- 
taxes. The combined result of bilities for decline in net income. 
these increases is to shrink the As long as the defense program is 
size of whatever reserve buying carried through with the likeli- 
power above daily needs is in the hood of further increase, the busi- 
possession of the average worker ness economy will be sustained 
and his family. and profits, while smaller, will 
The situation in the capita] still be substantial. 
goods industries is more favor- 


able, of course, as the defense pro- Dividend Outlook 
gram is speeded up and reaches 
more impressive proportions, so In the meantime, industry has 


that continued high sales may be greatly improved its financial po- 
looked for in this group of indus-  gition in the past year or so, with 
tries. However, the low rate of working capital up about $3 bil- 
profit on Government business in }jon in that period. This brings us 
addition to exceedingly high taxes finally to the question of divi- 
will tend to restrict net income in dgends. With net income still run- 
this field. ning at about double the rate of 

If the conclusions expressed in dividend payments which will be 
this study seem somewhat on the about $9.5 billion for the full year 
less cheerful side, this is partly 1951, it should be clear that the 
because comparisons are made margin for regular dividends is 
with an unusually profitable peri- ample and is likely to remain so. 
od, one, in fact, which was abnor- However, it must be considered 
mally good principally owing to that the downtrend of net profits 
the huge concentration of buying may affect company policies with 
when the markets were not pre- respect to the payment of extras 
pared. Much water has flown over in the coming year. In individual 
the dam since then and a new set cases, even regular dividend rates 
of conditions has emerged which may have to be pared. 
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farming efficiency 
benefits, too, 
through 


EQUIPMENT 


This drive unit for a farm 








working 
together. Clark does a good deal 

of that—working with builders of 
agricultural and earth-moving machinery, 
and more efficient equipment is the 
normal result. It’s a policy that may 
appeal to you. If interested write 

Clark Equipment Company, 

Buchanan, Michigan. 


Products of CLARK 
EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS 
for Trucks, Buses, Industrial and Farm Tractors — 
FORK-LIFT TRUCKS -— POWERED HAND TRUCKS 
end INDUSTRIAL TOWING TRACTORS for 
Materials Handling. RAILWAY CAR TRUCKS for 
Suburban, Street and Elevated Railway Cars. 










UTAH POWER 
g 
LIGHT CO. 







AH « IDAHO 


h Growing Company in perenne West 
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CONTINENTAL 


a CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declaréd payable January 2, 1952, to 
stockholders of record at the close of 
business December 14, 1951. 


LOREN R. DODSON, Secretary. 
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The Air Conditioning Industry 
—Studies In Specialties, 
Part Il 





(Continued from page 185) 


Even though scarcities of raw 
materials may retard expansion in 
previously untried lines, Ameri- 
can Radiator management is hope- 
ful of counteracting a downtrend 
in residential construction in 1952 
by gaining a larger share of the 
original equipment going into new 
homes, including air conditioning 
units which are expected to in- 
crease the company’s take from 
heating equipment. 

Buffalo Forge manufactures 
among other items a variety of 
blowers and fans utilized as parts 
in heating, ventilating and air 
conditioning apparatus. In addi- 
tion, the company designs and in- 
stalls especially designed equip- 
ment for industrial air condition- 
ing equipment. A high rate of ac- 
tivity in plant construction as well 
as armament orders account for 
the company’s favorable showing 
in the fiscal year ending Novem- 
ber 30. Sales and earnings this 
year are expected to compare 
closely with last year’s volume of 
about $16.9 million and net profit 
of $5.48 a share. Dividends for the 
year promise to approximate 1951 
distributions of $4 a share. 

Carrier Corporation, one of 
the few companies concentrating 
primarily on equipment related to 
refrigeration, air conditioning and 
industrial heating, experienced a 
successful year in the twelve 
months ended October 31. Sales 
volume for the year just closed is 
estimated to have ran some 20 per 
cent ahead of the 1950 total of 
$62.4 million. Net profit may have 
ranged between $3.80 and $3.95 a 
share, after allowance for in- 
creased capitalization, against 
$3.65 a share for 1950. An addi- 
tional 216,504 shares were offered 
to stockholders last June at $19.50 
a share. Dividend distributions 
have been conservative and may 
amount to $1.25 a share for the 
year. At mid-year, backlog orders 
totalled some $90 million includ- 
ing $50 million defense business. 


Fedders - Quigan Corporation 
has ventured into room condition- 
ers in an important way in con- 
nection with its production of au- 
tomotive radiators as well as vari- 
ous types of heating equipment. 
The company recently entered in- 


to an arrangement for manufae. 
turing air conditioners to be mar. 
keted nationally by Radie Corpo. 
ration of America and by Aveo 
Crosley division. Sales of the com. 
pany have been expanding 
armament projects. Net profit js 
expected to fall short somewhat of 
last year’s $1.60 a share. Diyj. 
dends are on a regular 25-cent 
quarterly basis. An extra of 10 
cents a share was paid in July. 


York Corporation 


York Corporation is another 
company which has pioneered air 
conditioning for many years. The 
company designs, manufacture 
and installs all kinds of equip. 
ment, especially for industrial and 
commercial applications. Ice-mak. 
ing machines also are manufac. 
tured. Sales in the fiscal year 
ended September 30 are believed 
to have declined moderately from 
the $49.1 million of 1950, but earn. 
ings are indicated to have ap. 
proximated $2.50 a share, com- 
pared with $1.91 a share last year. 
Confidence in future prospects 
was evidenced by management’s 
recent increase in dividends to a 
50-cent quarterly rate from 371 
cents. Management has denied 
reported negotiations looking 
toward absorption of this com- 
pany by others in the electrical 
equipment industry. 

Trane Company, one of the most 
successful of the air-conditioning 
concerns, is also engaged in the 
manufacture of heating and ven- 
tilating equipment. Plants are in 
the United States and Canada, and 
the company does extensive busi- 
ness in South America, Europe 
and the Antipodes. 

Earnings since the war have 
been established on a high level, 
with defense business playing an 
increasing role in the past year. 
Demand is particularly strong for 
unit heaters which the company 
manufactures both for industrial 
use and a number of military in- 
stallations. Other equipment, such 
as aircraft intercooler systems 
and heat exchangers, are also in 
record demand. 

Consolidated net sales were 
$26.6 million in the first nine 
months of 1951, compared with 
$18.9 million for the same period 
last year. For the first nine months 
of 1951, net earnings per share 
were $5.15, but additional tax lia- 
bilities not yet accounted for 
would bring this figure down to 
$4.68 per share. Earnings for the 


(Please turn to page 206) 
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ADJUST YOUR INVESTMENT PROGRAM 


—to take advantage of new investment bargains 


As you know, individual stocks do not reach their 
best buying prices all at once .. . that is why our 
specific recommendations WHEN TO BUY each issue 
-HOW LONG TO HOLD IT—and the price at which 
to TAKE PROFITS—can be of the greatest dollar 


value to you. 


Every dollar of your invested capital will be affected 
by the inception of a new advancing market phase, 
featuring new leaders, special situations and hitherto 
neglected issues. 


Growth companies strategically situated in both civil- 
ian and defense production, expanding output, in- 
creasing earnings to support rising dividends. Medium 
priced stocks where enhancement potentials have been 
made more dynamic by stock splits or recent solution 
of obstacles so that net income should rise even after 
higher taxes. Sound low priced shares of companies 
who are achieving new earning power and industrial 
status through aggressive and resourceful manage- 
ment for long term growth and fortune building. 


This is a particularly strategic time to secure the 
advantages of our service, because we believe that the 
readjustment in value of “blue chips”—and the dy- 
namic quality of emerging individual specialties—are 
treating opportunities for above average capital gains 
-looking to 1952. 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail ... To keep your portfolio on « 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 


Business Service .. . Weekly review and forecast of vital happen 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop 
ments weighing their effects on business and securities. 


Enroll now — to secure our special recommendations 
for BETTER-THAN-AVERAGE PROFITS, and con- 
tinuing advice telling you exactly when and what to 
buy so that you may derive the utmost gain and in- 
come. AND, if you will send us full data on your pres 
ent holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 
December 17th. Mail the coupon below . . . today. 








Mal Coupon 


FREE SERVICE TO DECEMBER 17 








Joday ! 
Special Offer 





6 weer — $60 Air Mail: (] $1.00 six months; (] $2.00 
Special Delivery: [) $4.00 
MONTHS’ C $8.00 one year. 
12 SERVICE $100 PRMRONEE 3/2 Acin3.0n ets ae 
Complete service will start at POND 5s eis. cvsscescisiesees 
once but date from December 17. City 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from December 17, 1951) 
SPECIAL MAIL SERVICE ON BULLETINS 


$4.00 six months 


00 Telegraph me collect in anticipation of 
important market turning points...when 
to buy and when to sell...when to ex- 
pand or contract my position. 





Subscriptions to The Forecast 
any time 


Your subscription shall not be assigned at 
Sch ¢ your ¢ 


List up to 12 of your securities for our 
initial analytical and advisory report. 





we deductible for tax purpeses. 


NOVEMBER 17, 1951 

















ELECTRIC BOAT COMPANY 


445 Park Avenue 
New York 22, N. Y. 


The Board of Directors has this day 
declared a dividend of twenty-five cents 
per share on the Common Stock of the 
Company payable December 7, 1951, to 
stockholders of record at the close of 
business November 16, 1951. 

Checks will be mailed by the Bankers 
Trust Company, 16 Wall Street, New 
York 15, N. Y., Transfer Agent. 


R. P. MEIKLEJOHN 
Treasurer 
October 25, 1951 














COLUMBIA PICTURES 
CORPORATION 


The Board of Directors has 
this day declared a dividend 
of fifty (SO¢) cents per 
share on its Common Stock 
and Voting Trust Certificates 
for common stock, payable 
November 28, 1951 to stock- 
holders of record November 
14, 1951. 

There was also declared a 
stock dividend of two and 
one-half per cent (244%) 
on the Common Stock and Voting Trust 
Certificates for common stock of the Cor- 
poration, payable in common stock on De- 
cember 28, 1951 to stockholders of record 
November 15, 1951. Cash will be paid 
where fractional shares of Common Stock 
are due. 





A. SCHNEIDER, 
Vice-Pres. and Treas. 
New York, October 29, 1951. 

















Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel ow pry 70 held today, 
October 30, 1951, a dividend of fifty cents (50c) 
per share was declared on the Common Stock 
of the Corporation, none December 22, 1951, 
to Common stockholders of record at the close 
of business on December 1, 1951. 
In addition, the Board declared 
an extra dividend of fifty cents 
(50c) per share on the Com- 
ML mon Stock, also payable Decem- 
ber 22, 1951, to Common 
stockholders of record on 
December 1, 1951. 
S. A. McCASKEY, Jr. 
Secretary 

















Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 
At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held 
October 30, 1951, a dividend of fifty-five cents 
(55c) per share was declared on the $4.375 
Cumulative Preferred Stock of 
the Corporation, payable Decem- 
ber 15, 1951, to Preferred stock- 
holders of record at the close 
of business on December 1, 1951, 
which dividend is cumulative 
from November 1, 1951. 
S. A. McCASKEY, Jr. 
Secretary 
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The Air Conditioning Industry 
—Studies in Specialties 
Part Il 





(Continued from page 204) 


full year are estimated at about 
$5.76-$6 a share. This compares 
with a four-year average, 1947- 
1950, of $6.42 a share, on the 
300,000 shares of capital stock, the 
sole capitalization. 

Recently a 100% stock dividend 
was declared, which will bring the 
outstanding stock up to 600,000 
shares on Dec. 30 when the divi- 
dend is payable. Cash dividends 
on the present stock are 6214 cents 
a share, affording a yield of slight- 
ly above 5% on the present price 
of 49. 

United States Air Conditioning 
Corporation is among the smaller 
manufacturers of air-conditioning 
equipment and systems. Its record 
in recent years has not been im- 
pressive, with net income of about 
$100,000 for the fiscal year ended 
Oct. 31, 1950 and losses of $191,- 
000 in 1949 and $93,000 in 1948. 
Sales this year have increased 
during the first nine months of 
the fiscal year from $2.8 million 
the year previous to $3.5 million 
so that 1951 results should show 
some improvement, although earn- 
ings were undoubtedly affected by 
a strike which took place several 
months ago. 


Vigorous Industry Growth Assured 


For the most part, companies 
participating in the air condition- 
ing industry have their major 
manufacturing activities in other 
lines. Hence, from a stock market 
viewpoint, any especially promis- 
ing growth outlook for air condi- 
tioning might be expected to have 
only an incidental influence on 
market behavior of such issues. In 
the cases of Carrier and York, 
however, popularity of air condi- 
tioning at times has contributed 
to investment demand. So long as 
strategic materials are available, 
these companies promise to fare 
well in sharing a growing market 
for cooling systems. Air condition- 
ing, now growing up rapidly, 
eventually is bound to become one 
of our major industries. While de- 
fense requirements may tempo- 
rarily interfere with further pro- 
duction progress, ultimate vigor- 
ous expansion of markets — par- 
ticularly also in the field of room 
coolers—is a virtually certainty. 


Answers to Inquiries 





(Continued from page 198) 


ary companies reported for the 
twelve months ended June 30, 
1951 net sales of $67,197,542, an 
increase of 39% over sales of $48. 
310,704 in the similar period of 
1950. 

Net profit for the 1951 fiscal pe. 
riod was $2,827,433, equal to $2.49 
per share on the common stock 
outstanding. This compares with 
$2,782,379, or $2.44 a share in 
1950. 

The above earnings reflect cer. 
tain accounting changes in the 
valuation of inventories of two 
subsidiaries on a “LIFO”’ basis. 
These changes have the effect of 
reducing earnings for the fiscal 
year by about $1,600,000 before 
taxes and $825,000 after taxes. 

Although the company paid no 
excess profit taxes, total taxes for 
the twelve months amounted to 
$4,488,805, an increase of 70% 
over the total taxes of $2,635,144 
in 1950. 

A new Reeves finishing plant, 
known as the Bishopville Finish- 
ing Company, is now under con- 
struction in Bishopville, South 
Carolina, and operations are ex- 
pected to begin early in 1952. The 
new plant will be the third finish- 
ing plant owned and operated by 
Reeves Brothers Inc., and was es- 
pecially designed to handle fabrics 
of synthetic yarns. 

The company’s continued activi- 
ties in the fields of research and 
development, is part of a program 
being carried on with producers 
of synthetic yarns and staple fibre. 
It is also noted that the company’s 
Osage Mill at Bessemer City, 
North Carolina is now producing 
grey goods woven of synthetic 
yarns. This mill was completely 
reconverted and re-equipped dur- 
ing the past year. 

Current quarterly dividend is 
30 cents per share. 





The Trend of Events 
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foreign earnings during the yeal 
compared with less than $500 mil- 
lion in 1949. Apparently les: 
money is plowed back into expal- 
sion abroad although the amount! 
probably is sizeable. 

Latin America shows up as the 
biggest source of receipts—40% 
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last year, mostly from direct in- 
vestments. Canada was_ second 
with 20%, and a goodly slice of the 
palance came from the Middle 
East and other oil regions. 

Foreign investments may at 
times present considerable specific 
hazards, depending on character 
and location, as developments in 
the Middle East, for instance, now 
tend to emphasize, but the record 
shows that they also can pay off 
handsomely. And direct invest- 
ments abroad sometimes account 
for a significant slice of company 
earnings. Where this is the case, 
the improved 1950 return is of 
particular interest. 





As i See It! 





(Continued from page 161) 


compromise, is finding none at all. 
Rather, the signs indicate that 
Russia may be using the diplo- 
matic maneuvering for a grand 
showdown next year. 

The cold war has reached the 
point where it will be a long time 
before the ice of distrust will break 
up. The Soviets have shown no 
serious intent of negotiating a 
settlement. The West has no other 
choice than to proceed with full 
scale rearmament in the hope that 
the Russians will not dare chal- 
lenge it once it has attained full 
strength. The intervening period 
may be difficult but we must face 
up to it. 

At all events, Korea remains the 
key. So long as there is no settle- 
ment there—and the truce talks 
are again deadlocked—there can 
be no serious attempt to settle 
East-West conflicts elsewhere in 
the world. Korea will remain a 
testing ground as Russia maneu- 
vers for concessions to call off the 
war. The U. N. will be risking its 
own destruction if it drifts into 
appeasement in Paris. 





Earnings Decline Not Fully 
Discounted 
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correction to-date, there exists no 
adequate basis for a significant re- 
hewal and extension of the maior 
uptrend at this time. The real sig- 
nificance of the market break still 
has to show itself in further tests, 
berhaps within a period of weeks 
or several months. Recoveries so 
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far have been in the nature of 
minor snap-back rallies which con- 
ceivably could extend to an inter- 
mediate recovery of somewhat 
greater scope unless impeded by 
fresh adverse news impacts. But 
that remains to be seen. So far the 
market itself has done little to 
point the way. 


Trend Clarification May 
Take Time 


Until there has been some meas- 
ure of trend clarification, there is 
no point in jumping to conclu- 
sions. Rallies so far have lacked 
vigor and follow-through, indicat- 
tive of existing uncertainty and 
the market’s vulnerability, and the 
forthcoming news environment 
will be highly mixed and probably 
weighted on the negative side. Our 
advice remains the same: Main- 
tain ample cash reserves to take 
advantage of future buying oppor- 
tunities. 

—Monday, November 12 





BOOK REVIEW 


THE SOCIAL RESPONSIBILITY 
OF MANAGEMENT 


By STUART CHASE, 
STANLEY H. RUTTENBERG, 
EDWIN G. NOURSE, 
WILLIAM B. GIVEN, Jr. 





Four distinguished leaders in their 
respective fields — a social engineer, a 
representative of labor, an economist, 
and a representative of management — 
contribute to this volume their points of 
view on the social obligations of man- 
agement, one of the most important as- 
pects of American life today. 


The four lectures comprising this book 
were given in the Edward L. Bernays 
Foundation Lecture Series of 1950, pre- 
sented in the spring of 1950 as the Anni- 
versary Lecture Series commemorating 
the fiftieth anniversary of the School of 
Commerce, Accounts, and Finance of 
New York University. 

Ideas about the social responsibility 
of management have undergone a vast 
change since the days when most busi- 
nessmen believed that the workers owed 
them homage. The factory is no longer 
isolated; it is an integral part of the 
life of the local community. The em- 
ployees can no longer be considered as 
machines to be replaced when worn out; 
they are people with pride, with person- 
alities, with problems. Unions can no 
longer be ignored and broken; collec- 
tive bargaining is a permanent part of 
our economy. Management cannot shirk 
its duty; it owes a debt which must be 
recognized—to consumers, to stockhold- 
ers, to employees, and to society in 
general. 


Noo, Us: $2.00 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable December 12, 1951 
to stockholders of record at the close 
of business November 15, 1951. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














THE TEXAS COMPANY 
197th 


Consecutive Dividend 


and Extra Dividend 


A regular quarterly dividend of 
sixty-five cents (65¢) per share and 
an Extra dividend of seventy-five 
cents (75¢) per share on the Capi- 
tal Stock of the Company nave been 
declared this day, payable on De- 
cember 10, 1951, to stockholders of 
record at the ciose ot business on 
November 9, 1951. 


The stock transfer books will re- 




















main open. 
Rosert FISHER 
October 26, 1951 Treasurer 
oe 
' 
7 
Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividend No. 40 
on Common Stock 








A regular quarterly dividend of 40¢ 
per share has been declared, payable 
December 22, 1951, to holders of 
record at the close of business on 
December 6, 1951 on the Common 
Stock of Atlas Corporation. 

WaLtTeR A. PETERSON, Treasurer 


October 31, 1951. | 
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NEXT BUYING ZONE... 


... now in the making 


UCCESSFUL investment in the months 
ahead and throughout the important 
presidential election year of 1952, demands 
that you keep abreast of changing forces af- 
fecting your holdings—and have the courage 
to reduce your position in fully priced shares 
to be ready with buying power to secure real 
investment values at opportune levels. 

Every company whose shares you own will 
have its net income and normal dividend pay- 
ing ability changed by the upward revision in 
corporate tax and surtaxes. Some stocks have 
scored outstanding gains and are now ap- 
proaching profit taking levels. On the other 
hand a number of sound listed issues, because 
they are still undervalued or have only re- 
cently solved restricting problems—will repre- 
sent excellent opportunities for income and 
growth in the next buying zone which is now 
in the making. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present—-NOW-—represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


A background of forty-four years of service 
New York 4, N. Y. 


THE MAGAZINE OF WALL STREE 


90 Broad Street 














Dorothy Collins, “The Sweetheart of Lucky Strike” 


LUCKIES TASTE BETTER THAN ANY OTHER CIGARETTE ! 


Fine tobacco—and only fine tobacco—can give you a better-tasting cigarette. And L.S./M.F.T. 
— Lucky Strike means fine tobacco. So Be Happy—Go Lucky! Get a carton foday. 


COPR., THE AMERICAN TOBACCO COMPANY 


LS./M.ET.- Lucky Strike Means Fine Tobacco 








